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PREFACE
This publication is part of a series produced by the Institute’s staff through use of the 
Institute’s National Automated Accounting Research System (NAARS). The purpose of the series 
is to provide interested readers with examples of the application of technical pronouncements. It is 
believed that those who are confronted with problems in the application of pronouncements can 
benefit from seeing how others apply them in practice.
It is the intention to publish periodically similar compilations of information of current interest 
dealing with aspects of financial reporting.
The examples presented were selected from over twenty thousand annual reports stored in the 
NAARS computer data base.
This compilation presents only a limited number of examples and is not intended to encompass 
all aspects of the application of the pronouncements covered in this survey. Individuals with special 
application problems not illustrated in the survey may arrange for special computer searches of the 
NAARS data banks by contacting the Institute.
The views expressed are solely those of the staff.
John Graves
Director, Technical Information Division
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SCOPE AND PURPOSE OF THE SURVEY
Accounting Principles Board (APB) Opinion No. 20, ‘Accounting Changes,” interprets 
accounting changes as (1) changes in accounting principles, (2) changes in accounting estimates, and 
(3) a change in the reporting entity. Opinion 20 principally discusses how to report accounting 
changes. Although the corrections of errors that are reported in previously issued financial 
statements are not deemed to be accounting changes, the Accounting Principles Board addressed 
the issue in Opinion 20.
APB Opinion 20 has been amended by the following pronouncements:
• APB Opinion 30, “Reporting the Results of Operations”
• FASB Statement No. 16, “Prior Period Adjustments”
•  FASB Statement No. 32, “Specialized Accounting and Reporting Principles and Practices in 
AICPA Statements of Position and Guides on Accounting and Auditing Matters”
• FASB Statement No. 58, “Capitalization of Interest Cost in Financial Statements That 
Include Investments Accounted For by the Equity Method”
• FASB Statement No. 71, “Accounting for the Effects of Certain Types of Regulation”
• FASB Statement No. 73, “Reporting a Change in Accounting for Railroad Track Struc­
tures”
FASB Statement No. 32, as it applies to accounting changes, has been amended by the 
following pronouncements:
• FASB Statement No. 56, “Designation of AICPA Guide and Statement of Position (SOP) 
81-1 on Contractor Accounting and SOP 81-2 Concerning Hospital-Related Organizations as 
Preferable for Purposes of Applying APB Opinion 20”
• FASB Statement No. 63, “Financial Reporting by Broadcasters”
•  FASB Statement No. 83, “Designation of AICPA Guides and Statement of Position on 
Accounting by Brokers and Dealers in Securities, by Employee Benefit Plans, and by Banks 
as Preferable for Purposes of Applying APB Opinion 20”
The following pronouncements clarify the application of APB Opinion 20 in specific circum­
stances:
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• FASB Technical Bulletin 87-1, “Accounting for a Change in Method of Accounting for 
Certain Postretirement Benefits”
•  FASB Interpretation No. 1, “Accounting Changes Related to the Cost of Inventory”
• FASB Interpretation No. 20, “Reporting Accounting Changes Under AICPA Statements of 
Position”
Reporting accounting changes in accordance with APB Opinion 20, as amended, requires 
considerable judgment. An accountant confronted with problems in applying Opinion 20 in practice 
can benefit from learning the applications used by other accountants. Accordingly, this publication 
presents 120 excerpts from recently published financial statements that illustrate the application of 
APB Opinion 20. The AICPA National Automated Accounting Research System (NAARS) was 
used for compiling the information. The examples presented herein were selected from more than 
21,000 annual reports stored in the computer data base.
The present survey updates Financial Report Survey 2, “Illustrations of Reporting Account­
ing Changes,” which was published in 1974. Since then, APB Opinion 20 has been amended, and 
changes in accounting principles have occurred that are different from the changes described in 
Financial Report Survey 2. Because of those developments, a new survey of the application of APB 
Opinion 20 is now published.
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II
CHANGE IN ACCOUNTING PRINCIPLES—  
WITHOUT RESTATEMENT
One way to report a change in accounting principles is by calculating the cumulative effect of 
the change on retained earnings at the beginning of the current year and including the effect in net 
income for the current year. This approach involves leaving the financial statements currently 
presented for prior years as originally issued.
APB Opinion 20 requires changes in most of the accounting principles that are reported 
without restatement. Changes in accounting principles without restatement are required to be 
reported in the manner described in paragraphs 19, 20, and 21 of the Opinion, which state:
For all changes in accounting principle except those described in paragraphs. 123 through. 128 and 
Section A35, paragraphs, .112 and .113 regarding a change in entity:
a. Financial statements for prior periods included for comparative purposes shall be presented 
as previously reported.
b. The cumulative effect of changing to a new accounting principle on the amount of retained 
earnings at the beginning of the period in which the change is made shall be included in net 
income of the period of the change (refer to paragraph .116).
c. The effect of adopting the new accounting principle on income before extraordinary items 
and on net income and on the related per share amounts of the period of the change shall be 
disclosed.
d. Income before extraordinary items and net income computed on a pro forma basis1 shall be 
shown on the face of the income statements for all periods presented as if the newly adopted 
accounting principle had been applied during all periods affected (refer to paragraph .117).
Thus, income before extraordinary items and net income (exclusive of the cumulative adjustment) 
for the period of the change shall be reported on the basis of the newly adopted accounting principle.
1The pro forma amounts include both (a) the direct effects of a change and (b) nondiscretionary adjustments in items 
based on income before taxes or net income, such as profit sharing expense and certain royalties, that would have been 
recognized if the newly adopted accounting principle had been followed in prior periods: related income tax effects shall be 
recognized for both (a) and (b). Direct effects are limited to those adjustments that would have been recorded to restate the 
financial statements of prior periods to apply the change retroactively. The nondiscretionary adjustments described in (b) 
shall not therefore be recognized in computing the adjustment for the cumulative effect of the change described in paragraph 
.116 unless nondiscretionary adjustments of the prior periods are actually recorded [APB Opinion 20, ¶19, fn6].
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The conclusions in this paragraph are modified for various special situations that are described in 
paragraphs .119 through .128 [APB Opinion 20, ¶19].
Cumulative Effect of a Change in Accounting Principle. The amount shown in the income 
statement for the cumulative effect of changing to a new accounting principle is the difference 
between (a) the amount of retained earnings at the beginning of the period of the change and (b) the 
amount of retained earnings that would have been reported at that date if the new accounting 
principle had been applied retroactively for all periods that would have been affected and by 
recognizing only the direct effects of the change and the related income tax effect.2 The amount of 
the cumulative effect shall be shown in the income statement between the captions “extraordinary 
items” and “net income.” The cumulative effect is not an extraordinary item but shall be reported in 
a manner similar to an extraordinary item. The per share information shown on the face of the 
income statement shall include the per share amount of the cumulative effect of the accounting 
change [APB Opinion 20, ¶20].
Pro Forma Effects of Retroactive Applications. Pro forma effects of retroactive application 
(refer to paragraph .115(d) including footnote 1) shall be shown on the face of the income statement 
for income before extraordinary items and net income. The earnings per share amounts (primary 
and fully diluted, as appropriate under section E09, “Earnings per Share” for income before 
extraordinary items and net income computed on a pro forma basis shall be shown on the face of the 
income statement. If space does not permit, such per share amounts may be disclosed prominently 
in a separate schedule or in tabular form in the notes to the financial statements with appropriate 
cross-reference; if this is done, the actual per share amounts shall be repeated for comparative 
purposes. Pro forma amounts shall be shown in both current and future reports for all periods 
presented that are prior to the change and that would have been affected. Paragraphs. 135 through 
. 138 illustrate the manner of reporting a change in accounting principle. If an income statement is 
presented for the current period only, the actual and the pro forma amounts (and related per share 
data) for the immediately preceding period shall be disclosed [APB Opinion 20, ¶21].
Forty-five examples are presented below of the reporting of changes in accounting principles 
without restatement. The examples are classified by the type of change in accounting principle 
made.
DEPRECIATION
APPLIED BIOSYSTEMS, INC. and SUBSIDIARIES 
Notes to Consolidated Financial Statements
1. Significant Accounting Policies
•  •  •  •
Depreciation and Amortization. Equipment is depreciated over its estimated useful life from three 
to five years. Leasehold improvements are amortized over their estimated useful life, or the term of the 
lease, whichever is less. Purchased technology and other assets are amortized over five years.
In fiscal 1986, the Company changed its depreciation method from 150% declining balance to 
straight line for equipment acquired after fiscal 1985, in order to provide a better matching of revenues 
and expenses and to conform to the predominant industry practice. The impact of this change was not 
material in fiscal 1986.
•  •  •  •
BOWATER INCORPORATED AND SUBSIDIARIES
Notes to Consolidated Financial Statements
Summary of Significant Accounting Policies
•  •  •  •
2Refer to footnote 1 [APB Opinion 20, ¶20, fn7].
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Fixed Assets and Depreciation. Fixed assets are stated at cost less accumulated depreciation. 
Depreciation is computed generally on the straight-line basis for accounting purposes. In 1986, the 
Company adopted the units of production method to depreciate fixed assets of major expansion projects 
until design level production is reasonably sustained. Accelerated depreciation is used for tax purposes. 
Repairs and maintenance are charged to operations as incurred.
•  •  •  •
CTS CORPORATION
Notes to Consolidated Financial Statements
Note A—Summary of Significant Accounting Policies
• • • •
Property, Plant and Equipment. Property, plant and equipment (“Properties”) are stated at cost. 
Depreciation, including amortization of assets under capital leases, is provided for in amounts sufficient 
to relate the cost of depreciable assets to operations over their estimated service lives. Properties 
acquired prior to 1986 are depreciated principally on the sum of the years digits and declining balance 
methods. During 1986, the Company adopted the straight-line depreciation method for all properties 
acquired in 1986 and thereafter, in order to be more consistent with other companies in the electronic 
and electronic component industries. The effect of this change in accounting method is to increase 1986 
net earnings from continuing operations by $527,000 or $.09 per share.
• • • •
GEORGIA-PACIFIC CORPORATION AND SUBSIDIARIES 
Notes to Financial Statements
Note 1. Summary of Significant Accounting Policies
• • • •
Property, Plant and Equipment.
• • • •
The major classes of property, plant and equipment were as follows:
_____ December 31______
1986 1985
(Millions)
Land and improvements $ 123 $ 120
Buildings 549 511
Machinery and equipment 4,318 3,955
Construction in progress 62 155
$5,052 $4,741
Provisions for depreciation are computed using composite rates based upon estimated service lives. 
The ranges of composite rates for the principal classes are: land improvements—5% to 7%; buildings— 
3% to 5%; and machinery and equipment—5% to 20%. Effective January 1 , 1985, certain manufacturing 
facilities which previously used the units-of-production method of depreciation were retroactively 
converted to the straight-line method to conform with the Corporation’s other operations. The effect of 
this change on the accompanying financial statements was not material.
No gain or loss is recognized on normal property dispositions; property cost is credited to the 
property accounts and charged to the accumulated depreciation accounts and any proceeds are credited 
to the accumulated depreciation accounts. When there are abnormal dispositions of property, the cost 
and related depreciation amounts are removed from the accounts and any gain or loss is reflected in 
income.
• • • •
Timber and Timberlands. The Corporation depletes its investment in timber over the total fiber 
that will be available during the estimated growth cycle. Timber carrying costs are expensed as 
incurred. Effective January 1, 1986, the Corporation changed its accounting for timber costs to 
capitalize certain reforestation costs previously expensed in order to achieve a better matching of these 
costs with the revenues realized from the eventual harvesting of the timber. This capitalization policy 
was applied retroactively and had the cumulative effect of increasing 1986 net income approximately $8
5
million. The new capitalization policy is not expected to materially affect depletion expense in future 
periods.
• • • •
MALARTIC HYGRADE GOLD MINES (CANADA) LTD.
Notes to Financial Statements
1. Summary of Accounting Policies
• • • •
Fixed Assets.
•  •  •  •
The depreciation policy was changed during 1986 from the declining balance method previously 
utilized for all categories except leasehold improvements. The effect of this change, which has not been 
adjusted for retroactively, is not significant.
•  •  •  •
NALCO CHEMICAL COMPANY 
Financial Review
Capital Expenditures.
• • • •
Generally, the declining-balance method of depreciation is used for assets located in the United 
States. However, the Company adopted the straight-line method for parent company assets placed in 
service in 1986, principally the new corporate building. Had the declining-balance method been used for 
these 1986 additions, depreciation expense for the year would have been $2.4 million higher.
SCOTTY’S, INC.
Notes to Consolidated Financial Statements
2. Summary of Significant Accounting Policies
•  •  •  •
Depreciation. Depreciation is provided at rates calculated to amortize the cost of the assets over 
their estimated useful lives. For assets placed in service prior to fiscal year 1986, accelerated deprecia­
tion methods are generally used. Beginning in fiscal 1986, the Company changed to the straight-line 
method of depreciation for newly acquired assets to more closely follow industry practice. The effect of 
this change on fiscal 1986 net income was not material. The ranges of lives used in computing 
depreciation are as follows:
Years
Land improvements 10 to 15
Buildings and improvements 20 to 40
Furniture, fixtures and equipment 3 to 10
Vehicles 4 to 10
• • • •
VALLEN CORPORATION AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
Note 1. Summary of Significant Accounting Policies
• • • •
Property, Plant and Equipment.
• • • •
During the year ended May 31 , 1986, the Company adopted the straight-line method of depreciat­
ing data processing hardware and software for new acquisitions. Had the double declining-balance 
method been used for these new acquisitions, net earnings would have declined by $27,000 or $.02 per 
share.
•  •  •  •
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INVENTORY
BANCTEC, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
Note L—Accounting Change.
In March 1986, the Company adopted a change in accounting for the costs of inventory at a 
subsidiary. Various manufacturing support expenditures, accounted for in prior years as general and 
administrative expenditures, are now included in the cost of sales and in inventory.
Management believes that the accounting change will provide a better matching of revenue and 
expenses. The change will also bring the Company’s accounting practice in line with those predominant 
in the electronics industry.
A pro forma summary of the effect on net income and earnings per share of this accounting change 
for the current year and prior year is shown in the table below. There was no effect for fiscal year 1984 
because the subsidiary in which the change occurred was purchased in fiscal 1985. There is no tax effect 
on the cumulative adjustment resulting from the change in accounting method.
• • • •
CLARK CONSOLIDATED INDUSTRIES, INC.
Notes to Consolidated Financial Statements 
January 31, 1986, 1985 and 198k
Note A—Summary of Accounting Policies
• • • •
Inventories. Inventories are valued at the lower of cost or market. During the year ended January 
31, 1986, the Company adopted the last-in, first-out (LIFO) cost method. This change reduces the 
impact of inflation on inventories by better matching current costs with current revenues. In prior 
years, cost was determined by the first-in, first-out (FIFO) method.
Pro forma effects of retroactive application of LIFO to prior years are not determinable, and thus 
there is no cumulative effect on retained earnings at the beginning of the year.
• • • •
SEALED AIR CORPORATION AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
1. Summary of Significant Accounting Policies
• • • •
Inventories. Inventories are stated at the lower of cost or market. The majority of United States 
inventories are valued using the last-in, first-out (LIFO) method; other United States inventories, 
principally parts used in packaging systems, are valued using the first-in, first-out (FIFO) method. 
Certain United States inventories valued in 1986 using the LIFO method were valued in 1985 and prior 
years using the FIFO method. The 1986 change in inventory valuation to the LIFO method did not 
materially affect the consolidated financial statements. Inventories of foreign operations are valued 
using the FIFO method. Had the FIFO method (which approximates current cost) been used for all 
inventory at December 31, 1986, inventories would have been higher by $457,000 ($500,000 and 
$673,000 in 1985 and 1984, respectively). The cost elements of work in process and finished goods 
inventory are raw materials, direct labor and manufacturing overhead. It is not practicable to deter­
mine the major components of inventory under the dollar-value LIFO method.
• • • •
WORTHINGTON INDUSTRIES, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
Note B—Inventories
During the fourth quarter of 1986, the Company adopted the LIFO method of costing inventory for 
all business segments except pipe fittings, which remains on the FIFO cost method. At May 31, 1985, 
the specific identification and FIFO methods were used to cost inventories. Management feels LIFO
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will better match costs with revenues over the long term. Because May 31, 1985 inventories are the 
opening LIFO inventories, there is neither a cumulative effect to June 1, 1985 nor pro forma amounts 
from retroactive application of the LIFO inventory cost method. The change did not have a significant 
impact on reported quarterly results, 1986 net earnings or inventories.
ZENITH ELECTRONICS CORPORATION
Notes to Consolidated Financial Statements
Note 4—Inventories
Inventories consisted of the following:
December 31
In millions____________________________1986________1985
Raw materials and work-in-process......  $269.0 $189.4
Finished goods......................................... 253.9______ 164.5
522.9 353.9
Excess of FIFO cost over LIFO cost (20.1)_______ (21.8)
Total....................................................... $502.8 $332.1
At December 31, 1986 and 1985, $107.2 million and $75.5 million of inventories were valued using 
the LIFO method.
During 1986, the company changed the method of application of LIFO for a portion of its inventor­
ies. The effect of the change, which reduced 1986 net income, was not material.
INVESTMENT TAX CREDITS
ALEXANDER’S INC.
Notes to Consolidated Financial Statements
2. Accounting Changes
Effective July 28, 1985, the Company changed its accounting for investment tax credits from the 
deferral method to the flow-through method in order to achieve greater comparability with the 
accounting policies of most other retail companies. Under the flow-through method, investment tax 
credits are reflected in net income in the year the qualified investment is placed in service. Under the 
deferral method, credits are amortized over the estimated lives of the qualified investment.
The effect of the change on the current year’s net earnings was not material when compared to the 
prior year. The cumulative adjustment for prior periods increased net earnings in the current year by 
$1,408,000.
8. Income Taxes
Year ended July 26, 1986
Current Deferred Total
Federal 
State and local
$ 536,000 
604,000
$ 320,000 $ 856,000 
604,000
$1,140,000 $ 320,000 $1,460,000
Year ended July 27, 1985
Current Deferred Total
Federal 
State and local
$2,138,000
1,189,000
$ 488,000 $2,626,000
1,189,000
$3,327,000 $ 488,000 $3,815,000
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Year ended July 28, 1984
Current Deferred Total
Federal $ (20,000) $1,046,000 $1,026,000
State and local 624,000 — 624,000
$ 604,000 $1,046,000 $1,650,000
Effective July 28, 1985, the Company changed its accounting for investment tax credits from the 
deferral method to the flow-through method (See Note 2). Benefits of the investment tax credit 
amounted to $177,000, $343,000 and $362,000 in 1986, 1985 and 1984, respectively. In addition, the 1985 
and 1984 federal income tax provisions include a benefit of $137,000 and $449,000 resulting from the 
settlement of federal income tax assessments for the fiscal years 1976-1979 and 1971-1975, respectively, 
and targeted jobs tax credits of $369,000 in 1986, $359,000 in 1985 and $335,000 in 1984. In addition to the 
items referred to above, the federal income tax provision for 1986 differs from that computed by using 
the federal statutory rate because of the effect of certain costs related to the transfer of assets to Seven 
Thirty One Limited Partnership (Note 3) which have been computed at capital gains rates.
• • • •
THE DURIRON COMPANY
Notes to Consolidated Financial Statements
13. Income Taxes
During 1986, the Company adopted the flow-through method of accounting for investment tax 
credits. In prior years such credits were included in earnings equally over the average life of the related 
assets. The new method was adopted to avoid the future problem of comparability of the provision for 
income taxes resulting from the 1986 Tax Reform Act’s elimination of investment tax credits. The 
cumulative effect of the change amounted to $1,493,000 or $.21 per share.
Earnings (loss) before income taxes and the provision (credit) for income taxes consist of the 
following components:
1986 1985 1984
United States:
Earnings (loss) before income taxes $ (636,519) $7,887,202 $(10,098,730)
Provision (credit) for income taxes:
Current $ 18,089 $ (650,447) $ (2,421,259)
Deferred
Foundry restructuring 37,572 2,980,616 (3,146,000)
DISC deferred tax elimination — — (1,000,000)
Tax depreciation 88,987 646,561 465,615
DISC income (332,857) 202,516 (17,846)
Pension expense 170,275 — —
Net investment tax credits — 25,887 79,814
Other (114,986) (253,998) (99,927)
State and local 29,121 46,878 73,408
$ (103,799) $2,998,013 $ (6,066,195)
Foreign:
Earnings before income taxes $4,269,858 $2,071,862 $ 3,305,655
Provision for income taxes:
Current $1,312,086 $1,627,700 $ 1,396,213
Deferred
Product line purchase 121,669 (430,000) —
Other 333,044 (125,713) 59,982
$1,766,799 $1,071,987 $ 1,456,195
At December 31, 1986, the Company has a net operating loss carryforward for tax purposes of 
approximately $1,580,000.
The reasons for the differences between the effective tax rate and the U. S. Federal income tax rate 
were as follows:
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1986 1985 1984
U.S. Federal income tax rate 46.0% 46.0% (46.0)%
DISC deferred tax elimination — ___ (14.7)
Investment tax credit amortized — (4.5) (6.5)
Sale of affiliate (3.3) —
Foreign sales corporation (2.4) — ___
EPA settlement 6.3 ___ ___
Other net (none more than 2.3%) (0.8) (0.6) (0.7)
Effective tax rate 45.8% 40.9% (67.9)%
SIFCO INDUSTRIES, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 
September 30, 1986, 1985 and 1984
1. Summary of Significant Accounting Policies:
• • • •
G. Accounting Change. In July 1986, the Company changed from the deferral method of account­
ing for the investment tax credit to the flow through method. Management believes this method will 
more accurately recognize tax benefits as they are realized and bring the Company’s accounting 
practices in line with those predominant in U.S. industry. The cumulative effect of the change increased 
net income by $736,000 or $.34 per share which is retroactively reflected in the first quarter’s results. 
The effects of the change on the operating results reported in prior periods are immaterial.
LOAN ORIGINATION FEES
GOLDEN WEST FINANCIAL CORPORATION
Notes to Financial Statements
Years ended December 31, 1986, 1985, and 1984
Note A: Summary of Significant Accounting Policies
• • • •
Loans Receivable. The Association’s real estate portfolio consists primarily of long-term loans 
collateralized by first trust deeds on single family residences, multi-family residential property and 
commercial real estate. In addition to real estate loans, the Association makes consumer loans and loans 
on the security of savings accounts.
The adjustable rate mortgage (ARM) is the Association’s primary real estate loan. The ARM 
carries an interest rate which may change monthly based on movements in certain interest rate or cost 
of funds indices. The interest rate may not be increased by more than 500 basis points (a basis point is 
one hundredth of one percent) over the life of the loan. Monthly payments of principal and interest are 
adjusted annually with a maximum change of 7½% of the prior year’s payment. At five year intervals, 
the payment is adjusted without limit to amortize the loan fully within the then remaining term.
Within these five year periods, negative amortization (deferred interest) may occur, to the extent 
that the loan balance remains below 125% of the original mortgage amount. The Association also offers a 
“modified” ARM, a loan which offers a low fixed rate of from generally 1% to 2% below the contract rate 
for an initial period, usually six to 36 months.
Loan origination fees are charged at date of funding. Origination fee income in excess of the cost of 
originating loans is generally deferred. Fees deferred on loans made prior to 1986 are added to income 
over an estimated ten year life, using the straight-line method which is not materially different from the 
interest method. In 1986 the method for accounting for loan origination fees was changed. These fees are 
now deferred over the life of the loan and amortized into income using the interest or level yield method. 
The effect of the change is not materially different from prior years. Unamortized loan fees on loans sold 
or paid in full are transferred to income. Commitment fees may be recorded as income over the period of 
commitment or treated as loan origination fees depending upon the type of commitment issued. “Other 
Fees,” which include fees for prepayment of loans, income for servicing loans, late charges for 
delinquent payments, fees from NOW and savings accounts and miscellaneous fees, are recorded when 
collected.
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Premiums and discounts on purchased loans, including premiums and discounts arising from 
acquisitions of other associations, are generally amortized using the interest method over the actual life 
of the loans.
• • • •
THE PUTNAM TRUST COMPANY OF GREENWICH & SUBSIDIARY 
Notes to Financial Statements
Note A. Significant Accounting Policies
• • • •
Interest and Fees on Loans. Interest on loans is credited to income as earned and is based primarily 
upon rates applied to the principal balance of loans outstanding. Prior to 1986, all loan fees were 
recognized currently in income. Loan fees and related direct costs of originating loans after 1985 have 
been deferred and amortized by the interest method over the life of the loans (see Note C).
• • • •
Note C. Loans
Loans outstanding consisted of the following:
December 31
1986 1985
Real estate loans $195,281,143 $131,529,990
Deferred net loan origination fees (1,025,971) —
Loans for purchasing or carrying securities 188,077 114,850
Commercial and industrial loans
Loans to individuals for household, family or other
17,284,399 22,586,804
consumer expenditures 36,681,418 30,737,571
Other (including overdrafts) 311,052 2,258,131
Less unearned income (9,382) (11,205)
$248,710,736 $187,216,141
The Bank elected to early adopt Financial Accounting Standards Board Statement No. 91, 
“Accounting for Nonrefundable Fees and Costs Associated With Originating or Acquiring Loans and 
Initial Direct Costs of Leases,” which was issued in December 1986. The effect of the resulting change in 
accounting policy (see Note A) was to decrease 1986 net income by $490,312 and net income per share by 
$.49.
OIL AND GAS PRODUCTION
HOWELL CORPORATION AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 
Years Ended December 31, 1986, 1985 and 1984
Note 1. Summary of Significant Accounting Policies
• • • •
Property, Depreciation, Depletion and Amortization. The Company follows the full-cost method of 
accounting for its oil and gas exploration and production activities. Under this method, all costs 
pertaining to the acquisition, exploration and development of crude oil and natural gas reserves are 
capitalized and amortized on the unit-of-production method as the remaining proved oil and gas reserves 
are produced. Prior to fiscal year 1986, the Company used a composite unit-of-production method 
computed on a future gross revenue basis to amortize the capitalized costs of its oil and gas properties. 
In the Company’s opinion, the new method will result in a more appropriate matching of costs with 
revenues. There is no material cumulative effect at the beginning of 1986 or on the results of operations 
for the year ended December 31, 1986 because of this change in accounting method. The Company’s net 
investment in oil and gas properties is subject to a quarterly ceiling limitation calculation that is based 
on the present value of future net revenues from estimated production of proved oil and gas reserves 
valued at current prices. Costs in excess of the ceiling limitation are expensed currently. At March 31, 
1986 and June 30, 1986, due to the decline in oil prices, the Company’s net capitalized costs were in 
excess of the ceiling limitation by $11,104,000 and $9,278,000, respectively. Gains or losses upon the
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disposition of a property, normally treated as adjustments to amortizable costs, are recognized current­
ly only in the event of a sale of a significant portion of a country’s mineral reserves.
• • • •
KIRBY EXPLORATION COMPANY, INC. AND CONSOLIDATED SUBSIDIARIES
Notes to Financial Statements
For the Years Ended December 31, 1984, 1985 and 1986 
2. Accounting Change
In the second quarter of 1986, the Company changed its method of allocating overhead expense for 
its oil and gas industry segment. The factors used in the allocation of overhead between exploration 
expense and selling, general and administrative expense have been revised to reflect the Company’s 
change in the emphasis of its oil and gas activities from exploration to production. The prior years have 
been reclassified to conform with the 1986 reporting classifications. The accounting reclassification 
resulted in a decrease in exploration expense and a corresponding increase in selling, general and 
administrative expense of $1,443,134 in 1984 and $1,522,308 in 1985. The change in methods had no 
effect on total assets, liabilities, equity or net earnings (loss).
In the fourth quarter 1984, the Company changed its method of determining impairment of proved 
oil and gas properties. Prior to 1984, impairment of proved properties was determined for all proved 
properties in the aggregate. Beginning in 1984, the Company adopted a policy that determines 
impairment of proved properties on a reservoir-by-reservoir basis. When such costs exceed the 
estimated realizable value of the associated reservoir’s reserves, the properties are considered im­
paired and the excess costs are charged to expense.
During 1984 and 1985, the Company emphasized less expensive, lower risk projects for drilling 
activities and the purchase of proved producing properties. Previously, the emphasis had been on a high 
risk exploration program. Management believes the impairment policy adopted in 1984 is more consis­
tent with the current emphasis of the Company’s expenditures and direction and will produce a better 
matching of each activity’s costs with the resulting revenues.
The cumulative effect to J  anuary 1, 1984 of the change was to increase the 1984 net loss $29,146,609. 
This reduced the capitalized costs of the related proved properties and, accordingly, reduced the 1984 
provision for depletion, depreciation and amortization. The effect of this reduction was to decrease the 
loss before cumulative effect of a change in accounting principle by $9,592,726, or $.40 per share.
The following table presents the pro forma effects of the change assuming the new accounting 
principle had been in effect in 1984. These pro forma amounts have been adjusted for the effect of the 
impairment provision, depletion, depreciation and amortization and the related taxes.
1984
As originally reported:
Net loss................................................................................................................. $(39,389,016)
Loss per share of common stock........................................................................  $ (1.64)
Pro forma amounts assuming retroactive application of 
accounting change:
Net loss............................ .................................................................................... $(10,242,407)
Loss per share of common stock........................................................................  $ (.43)
REGULATED ENTERPRISES—
ABANDONMENTS OR DISALLOWANCES
CENTRAL MAINE POWER COMPANY 
Notes to Financial Statements
3. Regulatory Matters
Regulation. The Company’s rates, operations, accounting and certain other practices are subject to 
the regulatory authority of the Public Utilities Commission of the State of Maine (MPUC) and the 
Federal Energy Regulatory Commission (FERC).
Retail Rate Orders. In July 1986, the MPUC approved a negotiated settlement regarding the 
Company’s December 1985 rate filing. The order granted the company a $32.4 million base rate increase
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effective July 1, 1986, including the recovery of and a return on 85% ($97.7 million) of the Company’s 
investment in the Millstone 3 nuclear plant and 100% of the Company’s nuclear fuel investment. The 
order also permitted recovery of operating and maintenance expenses from April 23, 1986 (the date of 
commercial operation) to July 1, 1986, together with carrying costs on the recoverable portion of the 
Millstone 3 investment. In late 1986 the Financial Accounting Standards Board enacted a change in 
accounting standards requiring the Company to write off the unrecoverable portion of Millstone 3 
before the end of calendar year 1988. The Company has elected to charge the disallowance against 1986 
earnings. The write-off net of taxes amounted to $11 million (48¢ a share). The order also reduced fuel 
clause-related rates by $55 million for the period July 1, 1986 through June 30, 1987.
In December, 1986, the Company filed with the MPUC a report of the effects of Seabrook sale and 
the Tax Reform Act of 1986 and effective February 1, 1987, a reduction in retail rates of $6.7 million 
resulting from changes in the tax law and a reduction in working capital requirements associated with 
the new rate design. In January, 1987, the Company’s new rate design, ordered in October by the 
MPUC, became effective. While the order is designed to be revenue-neutral to the Company, many 
customers will see a noticeable change in their rates (either up or down) to more accurately reflect the 
cost of supplying electricity at various levels during different times of the day and year.
THE CINCINNATI GAS & ELECTRIC COMPANY 
AND SUBSIDIARY COMPANIES
Notes to Consolidated Financial Statements
1. Summary of Significant Accounting Policies:
• • • •
Income Taxes. For income tax purposes, CG&E and its subsidiaries use liberalized depreciation 
methods including Asset Depreciation Range (ADR) and cost of removal deductions. For property 
placed in service after 1980, CG&E and its subsidiaries utilize the Accelerated Cost Recovery System 
(ACRS) provided for by the Economic Recovery Tax Act of 1981. In February 1980, pursuant to a rate 
order issued by The Public Utilities Commission of Ohio (PUCO), CG&E began providing for income tax 
deferrals resulting from the use of liberalized tax depreciation for property additions from October 1978 
forward. CG&E does not provide for income tax deferrals resulting from the use of liberalized 
depreciation methods for property additions prior to October 1978 in accordance with an order of the 
PUCO. Based on a decision of the Supreme Court of Ohio, CG&E will be allowed to collect through 
future rates the income taxes payable in the future as a result of currently using liberalized depreciation 
methods for pre-October 1978 property additions. CG&E and its subsidiaries provide for deferred taxes 
arising from the use of liberalized depreciation for operations regulated by state utility commissions 
other than the PUCO, and, beginning in 1982, for income tax deferrals on all timing differences for 
operations regulated by FERC.
CG&E allocates the tax benefits associated with borrowed funds used during construction, accrued 
on a net-of-tax basis, to other income and deductions rather than as a reduction in income taxes included 
in operating expenses.
For income tax purposes, in 1984 CG&E recognized an abandonment loss on the estimated 
nonusable assets at Zimmer Station; while for financial reporting purposes, the estimated nonusable 
portion was reclassified as a deferred cost pending final resolution by the applicable regulatory 
agencies. In 1985, for financial reporting purposes CG&E wrote off its share of Zimmer costs disallowed 
under the terms of the Stipulation and Recommendation (Stipulation) approved by the PUCO, net of the 
full possible amount of compensatory damages claimed in the General Electric Company (GE) and 
Sargent & Lundy Engineers (S&L) lawsuit, adjusted for income taxes. Such accounting is in accordance 
with Financial Accounting Standards Board Statement No. 90, “Accounting for Abandonments and 
Disallowances of Plant Costs” (as adopted December 1986). Reference is made to Notes 2 and 10 herein 
for further information regarding the write-off and the Stipulation.
Investment tax credits are deferred and amortized over the estimated useful lives of the applicable 
properties.
CG&E and its subsidiaries had net cumulative income tax deductions exceeding net cumulative 
book deductions of approximately $300 million at December 31, 1986, 1985 and 1984, for which deferred 
income taxes have not been provided.
• • • •
2. Extraordinary Item—Write-off of a Portion of Zimmer Station:
In December 1985, CG&E wrote off Zimmer costs of $142 million, on an after-tax basis. The
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write-off represents CG&E’s portion of the Zimmer Station cost disallowance approved by the PUCO 
net of the full possible amount of CG&E’s share of compensatory damages claimed in the GE and S&L 
lawsuit. While CG&E believes that it is reasonably possible that it will obtain a recovery as a result of 
the lawsuit, the success of litigation can never be predicted with certainty; therefore, if future 
developments indicate that the write-off will be greater than the $142 million reflected above, additional 
write-offs (up to an additional $112 million on an after-tax basis, assuming a 40% tax rate) will be 
recorded at that time.
10. Common Ownership of Electric Utility Plant:
CG&E, Columbus and Southern Ohio Electric Company (Columbus), and The Dayton Power and 
Light Company (DP&L) have constructed or have made commitments for the construction of electric 
generating units and related transmission facilities on varying common ownership bases as set forth 
below:
CG&E’s share at December 31, 1986
Percent Property, Plant Accumulated Construction
Owned by and Equipment Provisions for Work in
CG&E in Service (a) Depreciation Progress (b)
(Thousands of Dollars)
Production
Miami Fort Station (Units 7 and 8)... 64 $185,318 $55,431 $ 1,481
W.C. Beckjord Station (Unit 6)......... 37½ $ 33,933 $14,327 $ 785
J.M. Stuart Station............................. 39 $210,050 $67,511 $ 1,674
Conesville Station (Unit 4 ) ................. 40 $ 54,689 $23,570 $ 6,015
Wm. H. Zimmer Station.................... 46½ $ - $ _ $589,715(c)
East Bend Station................................ 69 $314,788 $61,513 $ 402
Killen Station....................................... 33 $184,877 $29,176 $ 332
Transmission........................................... various $ 58,942 $16,164 $ 792
(a) The Consolidated Statement of Income reflects CG&E’s portion of all operating costs associ­
ated with the commonly owned facilities.
(b) Each participant must provide funds for its share of the construction project.
(c) Includes the $110 million realignment cost discussed below and excludes the amount classified 
as deferred costs.
As previously reported in the 1985 Annual Report to Shareholders in August 1984, the three 
owners of Zimmer Station—CG&E, DP&L, and Columbus, announced that Zimmer Station will be 
converted to a 1,300-megawatt coal-fired station. As part of a January 1984 agreement among the 
owners to pursue the conversion of Zimmer Station, CG&E agreed, among other things, that in order to 
help settle the arbitration claims of DP&L and Columbus against CG&E, it would assume responsibility 
for an additional 6.5% ownership interest immediately and would pay, over a number of years beginning 
in 1985, an additional $110 million to realign its ownership share of Zimmer Station. However, due to 
uncertainties surrounding Zimmer Station which could impact the timing of required payments, $87 
million and $103 million at December 31, 1986 and 1985, respectively, are reflected in Other Current and 
Accrued Liabilities on the Consolidated Balance Sheet. In return for its increased ownership interest in 
Zimmer Station, CG&E will receive an additional 6.5% of the electric output of the Unit at completion. 
CG&E’s increased ownership interest will be financed over a number of years as part of its construction 
program. In October 1986, the three owners of Zimmer Station executed the agreements governing the 
construction and operation of Zimmer as a coal-fired plant. An escrow fund was established in accord­
ance with one of the agreements, and CG&E’s share ($23 million) is reflected in Other Property and 
Investments on the Consolidated Balance Sheet.
The Stipulation approved by the PUCO in November 1985, provides among other things that $861 
million ($400 million CG&E’s share) of past Zimmer costs will be disallowed from future rate requests 
and that $3.6 billion ($1,623 billion CG&E’s share) shall be the maximum aggregate amount which the 
owners may request the PUCO to include in rate base as the gross plant in service value of Zimmer 
Station, including AFC, if Zimmer Station is completed. Reference is made to Note 2 herein for further 
information.
CG&E cannot presently predict when, if ever, the Plant will be completed and placed in operation 
as a coal-fired plant, whether all approvals and permits necessary to convert and operate Zimmer 
Station can be obtained, the ultimate cost of Zimmer Station; or, to the extent Zimmer costs are not 
disallowed pursuant to the Stipulation, whether the PUCO will allow CG&E to earn a return on its 
entire investment in Zimmer Station or to recover all or part of the portion of its investment on which a
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return may not be allowed. Currently, none of the costs of Zimmer Station are included in CG&E’s rate 
base. If resolved adversely to CG&E, these uncertainties could have a material adverse effect upon 
CG&E’s ability to finance the cost of the Zimmer conversion, its financial position, results of operations, 
and dividends.
GREEN MOUNTAIN POWER CORPORATION 
Notes to Consolidated Financial Statements
Note A. Significant Accounting Policies
1. System of Accounts. The accounting records of the Company are maintained in accordance with 
the Uniform System of Accounts prescribed by the Federal Energy Regulatory Commission (FERC) 
and adopted by the Vermont Public Service Board (VPSB).
In 1986 the Company adopted Statement of Financial Accounting Standards Number 90, “Reg­
ulated Enterprises-Accounting for Abandonments and Disallowances of Plant Costs,” which had no 
effect on the financial statements of the Company.
• • • •
PORTLAND GENERAL CORPORATION AND SUBSIDIARIES 
Notes to Financial Statements
Note 2. Summary of Significant Accounting Policies
• • • •
Deferred Charges. PGE defers certain costs for which revenues will be provided in the future 
periods. Balances are amortized over the period in which revenues are collected, primarily on a 
straight-line basis. Certain deferred charges (power exchange contract with BPA and the recoverable 
portion of the Skagit/Hanford nuclear projects), which have been excluded from PGE’s rate base, are 
carried at present value in accordance with the provisions of Statement of Financial Accounting 
Standards (SFAS) No. 90, which PGE adopted in 1986. Related amounts are amortized on a constant 
return basis. See Note 4, Abandonment of Skagit/Hanford Nuclear Project and Note 10, Investment in 
Washington Nuclear Project No. 3.
THE WASHINGTON WATER POWER COMPANY 
Notes to Financial Statements
2. Changes in Accounting Principles
Abandonments and Disallowances of Plant Costs. In December 1986, the Financial Accounting 
Standards Board (“FASB”) issued Statement of Financial Accounting Standards No. 90 (“FAS-90”) 
entitled, “Regulated Enterprises-Accounting for Abandonments and Disallowances of Plant Costs.” It 
is to be effective for fiscal years beginning after December 15, 1987; however, earlier application is 
encouraged. FAS-90 requires write-downs of plant investments when it becomes probable that any 
portion of the investment, including the allowed rate of return thereon, will not be allowable costs for 
ratemaking purposes. The write-downs are to be recorded when it is probable that a loss has occurred 
and the amount may be reasonably estimated, which may be prior to exhaustion of all regulatory and 
judicial appeal. The Company has elected to apply the requirements of this Statement in reporting its 
1986 results. Pursuant to this election, the effect of initial application of FAS-90 is reflected as the 
cumulative effect of a change in accounting principle.
The cumulative effect of the adoption of FAS-90 on retained earnings at January 1, 1986 and the pro 
forma effect on prior periods were not readily determinable. The cumulative effect of the initial 
application of the adoption of FAS-90 was determined as of December 31, 1986.
• • • •
REGULATED ENTERPRISES—UNBILLED REVENUES
CENTRAL LOUISIANA ELECTRIC COMPANY, INC.
Notes to Financial Statements
Summary of Significant Accounting Policies
15
Revenues and Fuel. In 1986, the company began recording revenues with respect to energy 
consumed but not billed to match more closely revenues and expenses as incurred in the period. In prior 
years, revenues were recognized based on cycle billings rendered to customers monthly. The effect of 
this change in the method of recording revenues was to increase 1986 net income by approximately 
$742,000, or $0.07 per common share before the cumulative effect from prior years. The cumulative 
effect of this change and the pro forma effect on 1985 and 1984 net income applicable to common stock 
and net income per average common share, assuming the change had been applied retroactively, are 
shown in the Statements of Income.
The company passes increases or decreases in unit fuel costs on to customers through the applica­
tion of fuel adjustment clauses, which are generally based on fuel costs from prior months. These 
adjustments are subject to audit and final determination by regulatory authorities.
• • • •
F. Income Taxes. Deferred federal and state income tax expenses, which arise from timing 
differences between financial and tax reporting are comprised as follows:
(in thousands)
1986 1985 1984
Tax effect of:
Depreciation $11,892 $ 9,927 $5,665
Unbilled revenues (175) (356) 588
Deferred fuel 3,638 (612) (2,370)
Capitalized construction-related
expenses 856 903 1,068
Displaced fuel cost (1,456)
Other (1,243) 392 (316)
$13,512 $10,254 $4,635
Federal income tax expense for the three years ended December 31, 1986, 1985 and 1984 is less than 
the amount computed by applying the federal statutory rate to book income before tax as follows:
(in thousands, except for %)
1986 1985 1984
Amount % Amount % Amount %
Tax computed at statutory rate 
on book income before tax 
Increase (decrease):
$29,396 46.0 $29,870 46.0 $31,000 46.0
Net excess of straight-line tax 
depreciation over book amounts 
Allowance for funds used during
856 1.3 (407) (0.6) (134) (0.2)
construction
Amortization of accumulated de­
ferred investment tax credits
(4,659) (7.3) (10,175) (15.7) (7,137) (10.5)
(1,714) (2.7) (1,229) (1.9) (1,107) (1.6)
Capitalized construction cost (980) (1.5) (1,077) (1.6) (1,282) (1.9)
Other, net (2,734) (4.3) (1,549) (2.4) (636) (0.9)
Total federal 20,165 31.5 15,433 23.8 21,393 31.1
Current state 1,224 1.9 1,266 1.9 3,256 4.7
Deferred state 1,054 1.6 496 0.7
Total state 1,224 1.9 2,320 3.5 3,752 5.4
Total federal and state income
tax expense $21,389 33.4 $17,753 27.3 $25,145 36.5
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Total income tax expense is comprised as follows:
(in thousands)
1986 1985 1984
Current federal income tax $ 5,936 $ 1,401 $ 7,671
Deferred federal income tax 13,512 9,200 4,139
Deferred investment tax credits 
Amortization of accumulated deferred investment
2,431 6,061 10,690
tax credits (1,714) (1,229) (1,107)
Total federal income tax expense 20,165 15,433 21,393
Current state income tax expense 1,224 1,266 3,256
Deferred state income tax expense 1,054 496
Total federal and state income tax expense $21,389* $17,753 $25,145
*Does not include income taxes applicable to the cumulative effect of a change in method of 
recording unbilled revenues in the amount of $2,684,000.
Beginning in 1986, the company does not provide for deferred state income taxes, as such taxes are 
not subject to recovery for ratemaking purposes.
As of December 31, 1986, 1985 and 1984, the cumulative net amounts of timing differences for which 
deferred income taxes have not been provided were $39,207,000, $41,920,000 and $39,335,000, respec­
tively.
I. Miscellaneous Financial Information (Unaudited).
(in thousands, except per share amounts)
1986*
4th
Quarter
3rd
Quarter
2nd
Quarter
1st
Quarter
Operating revenues $71,499 $89,832 $71,831 $63,971
Operating income $19,416 $21,838 $12,140 $9,756
Net income applicable to common stock $7,881 $13,451 $7,140 $7,387
Net income per common share $.71 $1.30 $.64 $.95
Dividends paid per common share 
Market price per share
$.52 $.52 $.52 $.52
High $35⅝ $38 $34¾ $33⅔
Low $34 $32¼ $39⅝ $28⅓
*The first, second and third quarters have been restated to reflect the company’s change in method 
of recording unbilled revenues. The cumulative effect of the change is included in the first quarter and 
increased net income applicable to common stock and net income per common share by $3,151,000 and 
$0.28 per share, respectively.
1985
4th
Quarter
3rd
Quarter
2nd
Quarter
1st
Quarter
Operating revenues $71,608 $96,078 $72,928 $74,804
Operating income $11,549 $15,722 $11,437 $11,575
Net income applicable to common stock $9,325 $12,992 $8,768 $6,764
Net income per common share $.34 $1.19 $.81 $.81
Pro forma amounts assuming new method 
of recording unbilled revenues 
applied retroactively
Net income applicable to common stock $9,357 $12,699 $10,259 6,555
Net income per common share $.85 $1.16 $.94 $.79
Dividends paid per common share $.52 $.52 $.52 $.49
Market price per share
High $30¼ $29% $27% $24
Low $24⅞ $23% $23% $21%
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The company’s common stock and $4.18 Preferred Stock are listed for trading on the New York Stock 
Exchange under the ticker symbol “CNL.” The company’s preferred stock, except for the $4.18 
Preferred Stock, is not listed on any stock exchange or traded over-the-counter.
On January 23, 1987, the CLECO Board of Directors declared a quarterly dividend of 52 cents per 
share payable February 15, 1987 to common shareholders of record on February 2, 1987.
Regular quarterly dividends have been paid on all issues of preferred stock which are detailed in 
Note A.
KANSAS GAS AND ELECTRIC COMPANY 
Notes to Financial Statements
1. Summary of Significant Accounting Policies
• • • •
Revenues. Prior to January, 1, 1986, operating revenues included amounts actually billed for 
services rendered. To provide a better matching of the Company’s revenues and expenses, effective 
January 1, 1986, the Company adopted a change in accounting method to provide for accrual of 
estimated unbilled revenues. Unbilled revenues result from services delivered since the period covered 
by the latest billings to customers. The cumulative effect of this accounting change as of January 1, 1986, 
$21.7 million, was recorded in December 1986 and increased 1986 net income approximately $10.9 
million (net of related income taxes of $10.8 million).
Had this new accounting method been in effect during 1984 and 1985, net income would not have 
been materially different than that shown in the financial statements.
• • • •
NEWPORT ELECTRIC CORPORATION
Notes to Financial Statements
1. Summary of Accounting Policies
• • • •
Revenues. Through 1985 utility operating revenues were recognized when billed on a monthly cycle 
billing basis. Commencing in 1986, the Company effected a change in accounting method to accrue 
unbilled revenues for electric service rendered subsequent to the last billing cycle through month-end. 
The new method was adopted to better match operating revenues with related costs as well as to 
anticipate certain provisions of the Tax Reform Act of 1986 which require the inclusion of unbilled 
revenues in taxable income. The effect of the change in 1986 was to decrease net income by approximate­
ly $2,000. The cumulative effect of the change on prior years, amounting to $270,114 (net of applicable 
income taxes of $230,097), is included in net income for 1986. The pro forma amounts presented on the 
income statement summarize the effects on net income and earnings per common share of retroactive 
application of the new method of accounting for unbilled operating revenues, net of related income 
taxes. All of the Company’s rates are subject to standard fuel, oil conservation and purchased power 
cost adjustments which vary as the cost of power increases or decreases from certain base costs.
• • • •
SOUTHWESTERN ENERGY COMPANY 
Notes to Financial Statements
9. Change in Accounting Method for Recording Utility Revenues
In the fourth quarter of 1986 the Company changed its method of recording utility revenues to 
recognize these revenues as gas volumes are used by customers. This change, which was applied 
retroactively to January 1, 1986, was adopted to provide a better matching of revenues with expenses. 
Previously, the Company recognized revenues in the period in which bills were rendered to customers 
on a cycle basis. The cumulative effect of this change on prior years, which was recorded in 1986, 
increased net income for 1986 by $2,071,000 ($.24 per share). Adoption of this new accounting principle 
had no effect on income before the cumulative effect of the change for the year ended December 31, 1986.
Pro forma amounts, assuming the change in accounting method was applied retroactively, are 
reflected in the following table for the years ended December 31, 1986, 1985 and 1984.
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($ in Thousands,
Except Per Share Amounts) 1986 1985 1984
Pro forma net income: 
Amount 
Per share
$13,351
$1.61
$21,788
$2.50
$19,327
$2.09
Earnings per share, as reported:
Income before cumulative effect of change 
in accounting principle 
Cumulative effect on prior years of change 
in recording utility revenues
$1.61
.24
$2.40 $2.26
Net income $1.85 $2.40 $2.26
UNITED CITIES GAS COMPANY AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
Summary of Significant Accounting Policies
• • • •
Accounting Change. Effective January 1, 1986, the Company changed its method of accounting for 
revenues and the related cost of gas. The Company has adopted the unbilled revenue method whereby 
revenues for the period between the monthly meter reading cycle and the end of the month are accrued 
and the related gas cost is expensed. The Company had been following the cycle billing method whereby 
revenues are recognized from meters read on a monthly cycle basis. Revenues attributable to the 
difference in the volumes delivered and volumes billed to customers were not recognized and the related 
gas cost was deferred. The Company believes the unbilled revenue method will more fairly represent 
the results of operations by more closely matching current revenues with current cost.
The accounting change adopted January 1, 1986 had the effect of decreasing operating income for 
the year ended December 31, 1986, by $226,000 or $. 10 per share (net of income taxes of $219,000). The 
cumulative effect of this accounting change as of January 1, 1986, is reflected separately in the 
Consolidated Statement of Income.
REVENUE ACCRUAL
BENEFICIAL CORPORATION
Notes to Financial Statements (Amounts in Millions)
Change in Accounting Principle
In 1986 the Company adopted the accrual basis for its consumer finance revenue to conform to 
practice prevalent in the financial services industry. Previously, finance charges on discounted loans 
were generally taken into income as earned and collected under the sum-of-the-digits method. Interest 
from interest-bearing direct cash loans was taken into income as collected. The cumulative effect of the 
change in accounting principle was $35.9 pre-tax and $19.4 after-tax. Had the change been made prior to 
1986, it would not have had a material effect on the results of any of the periods presented.
DUQUESNE SYSTEMS INC.
Notes to Consolidated Financial Statements
1. Summary of Significant Accounting Policies:
• • • •
Revenue Recognition. Revenue from 99-year licenses of computer software programs is recognized 
upon receipt of a signed contract and acceptance of the product by the customer. Annual product 
maintenance agreement fees, which are not refundable, are recognized as revenue when billed on the 
anniversary of the initial license agreement. The estimated annual maintenance cost is also accrued on 
the same date. Revenue from sales through marketing agents is recorded at the gross sales price to the 
customer, and the commissions withheld by marketing agents are included in costs and expenses.
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In connection with the SIS products acquisition discussed in Note 2, effective March 1, 1986, the 
Company conformed its method of recognizing revenue from annual licenses to the method used by the 
seller, whereby such revenues are recognized in full at the time the original contract or renewal becomes 
effective. This method, which management believes better reflects the earnings process for annual 
licenses, is a common practice in the system software industry. For the SIS contracts in progress which 
were acquired by the Company, SIS had retained all revenue for the annual contract periods in force 
and, under the purchase method of accounting, no revenue related to the unexpired portion of such 
contracts could be recognized by the Company. Prior to this acquisition, revenues from annual licenses 
were not material and were recognized on a monthly basis. Had the new method had been adopted, net 
income for 1986 would have been reduced by approximately $520,000 or $. 11 per share. Net income and 
earnings per share on a pro forma basis would not be materially different for the prior years presented.
• • • •
NATIONAL SEMICONDUCTOR CORPORATION AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
Note 2—Accounting Change: Revenue Recognition on Distributor Shipments
In 1981, the Company adopted an accounting method which deferred the recognition of revenue on 
sales to distributors until final sale by the distributor. Since that time a clearly predictable pattern of 
returns from distributors and allowances to distributors has emerged. Consequently, the Company has 
changed its accounting method from deferring such revenue to recognizing revenue when products are 
shipped to distributors. The Company believes that the recognition of revenue at the time of shipment 
results in a more meaningful measurement of operations. Appropriate reserves for returns from 
distributors and for allowances granted to them are established at the time of shipment.
The following table presents certain information as reported in the financial statements and on a 
pro forma basis as though the new revenue recognition method had been applied in fiscal years 1984 and 
1985:
As reported in financial statements:
(in millions, except per share amounts) 1986 1985 1984
Earnings (Loss) before extraordinary credit and cumulative 
effect of accounting change 
Extraordinary credit 
Cumulative effect of accounting change
$(148.3)
5.6
51.2
$34.4
8.8
$56.2
7.8
Net earnings (loss) $ (91.5) $43.2 $64.0
Earnings (Loss) per share:
Earnings (Loss) before extraordinary credit and cumulative 
effect of accounting change 
Extraordinary credit 
Cumulative effect of accounting change
$ (1.73) 
0.06 
0.57
$0.38
0.10
$0.66
0.09
Net earnings (loss) $ (1.10) $0.48 $0.75
Pro forma amounts assuming the new revenue recognition method had been applied in fiscal years 
1984 and 1985:
(in millions, except per share amounts) 1986 1985 1984
Earnings (Loss) before extraordinary credit 
Extraordinary credit
$(148.3)
5.6
$30.1
8.8
$82.9
7.8
Net earnings (loss) $(142.7) $38.9 $90.7
Earnings (Loss) per share:
Earnings (Loss) before extraordinary credit 
Extraordinary credit
$ (1.73) 
0.06
$0.34
0.10
$0.97
0.09
Net earnings (loss) $ (1.67) $ .44 $1.06
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NODAWAY VALLEY CO.
Notes to Consolidated Financial Statements 
January 31, 1986
Note L—Change in Accounting Method
During the fourth quarter of fiscal 1986, the Company’s phototypesetting and composition subsidi­
ary and editing and design subsidiary changed their method of accounting for the recognition of revenue 
whereby revenue is recognized on jobs in process as the services are performed. In prior years, revenue 
was recognized upon completion of the jobs which generally have a term of approximately four months. 
The Company believes the new method of revenue recognition more accurately reflects the economic 
substance of the business of the two subsidiaries and results in a better matching of their revenues and 
related costs.
The effect of the change in fiscal 1986 was to increase net income by approximately $137,000 ($.06 
per share). The adjustment of $246,712 (after reduction for income taxes of $210,000), including the 
effect of the LIFO inventory quantities liquidated for financial reporting purposes of $98,448, to apply 
retroactively the new method is included in net income of fiscal 1986. The following pro forma amounts 
show the effect on net income of fiscal 1985 and 1984, assuming the new method was applied retro­
actively:
Year Ended January 31
1985_________1984
Income, as reported:
Continuing operations............................................................................ $866,786 $ 141,123
Discontinued operations......................................................................... ............................... 2,824,076
NET INCOME................................................................................ 866,786 2,965,199
Adjustment assuming new method was applied retroactively..............  48,215_______ (26,100)
$915,001 $2,939,099
Income per share:
Continuing operations............................................................................ $.45 $ .06
Discontinued operations.......................................................................... 1.54
$.45________ $1.60
Income per share, as reported:
Continuing operations............................................................................ $.42 $ .08
Discontinued operations.......................................................................... 1.54
$.42________ $1.62
• • • •
SOFTWARE COSTS
ESTERLINE CORPORATION
Notes to Consolidated Financial Statements
11. Computer Software Costs
During 1986, the Company adopted Statement of Financial Accounting Standards No. 86, Account­
ing for the Costs of Computer Software to be Sold, Leased, or Otherwise Marketed. Under the 
provisions of this statement, certain costs of developing software which were previously expensed are 
now capitalized and included in Prepaid Expenses and Other Long-Term Assets. During 1986, 
$1,820,000 was capitalized and is being amortized over the estimated lives of the respective products for 
a period not exceeding five years. Amortization of these costs was not material in fiscal 1986. The effect 
of this change was to increase net income by $701,000, or $.08 per share, for the year ended October 31, 
1986.
21
CHYRON CORPORATION
Notes to Consolidated Financial Statements
Software Development Costs
Beginning in fiscal 1986, the Company adopted the provisions of Financial Accounting Standards 
Board Statement No. 86, which provides for capitalization of software development costs. These 
software costs are being amortized over their estimated economic life commencing when each product is 
available for general release.
Software costs capitalized during the year ended June 30, 1986 had the effect of reducing research 
and development expense by approximately $982,000 (after amortization of $127,000), increasing net 
income (after elimination of minority interests) by $501,000, and earnings per share by $.049.
NATIONAL DATA CORPORATION
Notes to Consolidated Financial Statements
Note 10—Software Costs:
In fiscal year 1986, the Company adopted Statement of Financial Accounting Standard No. 86 to 
account for its software costs. The effect of adopting Statement No. 86 was not material to the 1986 
results of operations or financial position of the Company. Unamortized costs at May 31, 1986 and 1985 
were $20,255,000 and $19,087,000, respectively. These costs are amortized over a period not to exceed 
seven years. The amounts of internal costs capitalized for developing computer software during fiscal 
years 1986, 1985 and 1984 were $3,765,000, $6,185,000 and $5,007,000, respectively. Software amortiza­
tion expenses for fiscal years 1986, 1985 and 1984 were $4,602,000, $2,558,000 and $1,485,000, respec­
tively.
TANDEM COMPUTERS INCORPORATED
Notes to Consolidated Financial Statements
1. Summary of Significant Accounting Policies
• • • •
Software Development Costs. During fiscal 1986, the Company adopted the Financial Accounting 
Standards Board Statement No. 86 which requires the capitalization of certain software development 
costs. The amount of software development costs included in Other Assets as of September 30, 1986 was 
$2,982,000, net of amortization of $190,000. The Company does not consider the capitalization of these 
costs to be material to the fiscal 1986 operating results.
• • • •
WANG LABORATORIES, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
Note B—Deferred Software Production Costs
Effective July 1, 1985, the Company adopted a change in accounting for costs of computer software. 
The change was made in accordance with the provisions of Statement of Financial Accounting Stand­
ards No. 86, which specifies that certain costs incurred in the development of computer software to be 
sold or leased to customers are to be capitalized and amortized over the economic useful life of the 
software product. Total costs capitalized and deferred during the year ended June 30, 1986 approx­
imated $21.1 million, of which $1.8 million has been amortized and charged to expense. The net effect of 
the change ($19.3 million) was recorded in the fourth quarter of Fiscal 1986.
OTHER
INTERNATIONAL GAME TECHNOLOGY AND SUBSIDIARIES
Notes to Consolidated Financial Statements
1. Organization and Summary of Significant Accounting Policies
• • • •
Inventories. Raw materials and work-in-process inventories are stated at the lower of cost (first-in, 
first-out method) or market.
22
As of January 1, 1986, the Company changed from recording their used machines at the lower of 
their estimated fair market value or trade-in credit to recording these machines at the lower of their 
estimated fair market value reduced by estimated selling and holding costs or trade-in credit. The new 
method was adopted due to the increased competition in the sale of used machines. The effect of 
applying this change to the January 1, 1986, beginning inventory was to decrease net income by 
approximately $1,008,000 (after an income tax benefit of $859,000). The effect of applying this change 
from January 1, 1986, through September 30, 1986, was to decrease income before income taxes and the 
cumulative effect of a change in accounting principle by approximately $200,000. Pro forma disclosure of 
the effect of the retroactive application of the valuation method is presented for prior year periods on the 
face of the Consolidated Statements of Operations.
In addition, in the first quarter of 1986 disposition of obsolete/slow moving inventory and revalua­
tion of inventory and fixed asset carrying values resulted in special charges to cost of sales in the first 
quarter totaling approximately $4.6 million. The revaluation was recorded to reflect declines in the 
industry in the sales prices of gaming equipment.
• • • •
RUSTY PELICAN RESTAURANTS, INC.
Notes to Financial Statements 
Three Years Ended August 3, 1986
Note 1—Summary of Significant Accounting Policies:
• • • •
Accounting Method Changes. During the fiscal year ended August 3, 1986, the Company changed 
its methods of accounting to expense on a current basis various expenditures, principally the training 
and development of restaurant management personnel, which had previously been capitalized and 
charged to subsequent periods. These new methods are preferable in that they are more representative 
of methods commonly used in the restaurant industry and make the financial statements of the 
Company more comparable with those of other companies.
SOO LINE CORPORATION
Notes to Consolidated Financial Statements
2. Accounting Change
Effective July 1, 1986, the Corporation changed its capitalization policy for rock ballast installations 
on a prospective basis from expensing major resurfacing projects to capitalizing these costs. While the 
Corporation previously capitalized ballast additions and certain renewals, the capitalization criteria has 
been expanded to include all major ballast programs. Spot ballasting and repairs continue to be charged 
to maintenance expense. The new policy is a more accurate method of matching costs against revenues 
produced over the lives of these assets and is more consistent with the predominant industry practice. 
This change decreased the transportation operating loss, net loss and net loss per share since June 
30, 1986 by $1.7 million, $.9 million, and nine cents per share, respectively.
UNIFI, INC.
Notes to Consolidated Financial Statements
Note 1. Accounting Policies and Financial Statement Information
• • • •
Earnings per share. Earnings per common and common equivalent share are computed on the basis 
of the weighted average number of shares of common stock outstanding plus, to the extent applicable, 
common stock equivalents determined by the if-converted or treasury stock method. Prior years were 
computed under the treasury stock method. The current year was compued under the if-converted 
method which assumes all warrants were exercised at the beginning of the year by the tendering of the 
subordinated notes after giving effect to the elimination of interest expense less the tax effect 
($1,098,280) applicable to the notes. Average common and common equivalent shares for primary 
earnings per share were 10,690,983, 9,551,127 and 10,522,450 for 1986, 1985 and 1984, respectively. 
Average common and common equivalent shares for fully diluted earnings per share were 11,075,572, 
9,551,127 and 10,522,450 for 1986, 1985 and 1984, respectively. All per share computations reflect stock 
dividends declared.
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UNITED STOCKYARDS CORPORATION AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 
October 31, 1986, 1985, and 1984
Note 3. Marketable Securities
United’s current portfolio of marketable securities, which is held by a wholly-owned subsidiary, is 
carried at market value in the accompanying financial statements. In prior years, United’s current 
portfolio was carried at cost which closely approximated market value. The change to the market value 
method of accounting for the current portfolio was made to more accurately reflect the results of 
United’s trading and investing activities. Investments which are considered long-term in nature are 
held directly by United and are carried at the lower of cost or market. Realized and unrealized gains and 
losses on United’s current portfolio are recognized in operating results in 1986.
At October 31, the portfolios consisted of the following:
(Thousands of Dollars) 1986 1985
Current investments
Securities owned (cost $22,726 and $12,655, respectively) 
Securities sold, not yet purchased (net
$24,269 $12,655
proceeds $1,125 and $685, respectively) ( 1,287) ( 685)
$22,982 $11,970
Long-term investments
Aggregate market value $ 1,670 $ 1,257
Aggregate cost $ 1,539 $ 1,539
•  •  •  •
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III
CHANGE IN ACCOUNTING PRINCIPLES—WITH RESTATEMENT
Another way of reporting a change in accounting principles is to show the new accounting 
principle applied retroactively by restating the financial statements currently presented for prior 
years. If the financial statements for the prior years are restated, the cumulative effect of the 
change is not reported in the financial statements for the current year. APB Opinion 20 requires 
several kinds of changes in accounting principles to be reported with restatement. Certain changes 
in accounting principles with restatement are required to be reported in the manner described in 
paragraph 28 of the Opinion, which states:
. . . Other Changes in Accounting Principles
.114 Certain changes in accounting principle are such that the advantages of retroactive 
treatment in prior period reports outweigh the disadvantages. Accordingly, for those few changes, 
the financial statements of all prior periods presented shall be restated. The changes that shall be 
accorded this treatment are (a) a change from the LIFO method of inventory pricing to another 
method; (b) a change in the method of accounting for long-term construction-type contracts; (c) a 
change to or from the "full cost” method of accounting that is used in the extractive industries [APB 
Opinion 20, ¶27]; [and] (d) a change from retirement-replacement-betterment accounting3 to 
depreciation accounting [SFAS No. 73, ¶2].
[This treatment also can be used for] a change from one acceptable accounting principle to 
another acceptable principle in connection with a forthcoming public offering when an enterprise 
first issues its financial statements for any one of the following purposes: (1) obtaining additional 
equity capital from investors, (2) effecting a business combination, [or] (3) registering securities.
3“. . . On February 17, 1983, the Interstate Commerce Commission (ICC) ruled that railroads must use depreciation 
accounting for railroad track structures in reports to the ICC. The ruling is effective for 1983 annual filings, 1984 quarterly 
filings, and all filings thereafter with the ICC. The ICC previously had required RRB [(retirement-replacement- 
betterment)] for railroad track structures in reports to the ICC [SFAS No. 73 ¶5]. Under RRB, the initial costs of installing 
track are capitalized, not depreciated, and remain capitalized until the track is retired. The costs of replacing track are 
expensed unless a betterment (for example, replacing a 110-lb. rail with a 132-lb. rail) occurs. In that case, the amount by 
which the cost of the new part exceeds the current cost of the part replaced is considered a betterment and is capitalized but 
not depreciated, and the current cost of the part replaced is expensed. Railroads generally have used RRB for financial 
reporting [SFAS No. 73, ¶6]. The ICC ruling does not apply to financial reporting by railroads, but the Board [was] informed 
that many railroads plan to adopt depreciation accounting for financial reporting. A change from RRB to depreciation 
accounting would be a change in accounting principle under this section [SFAS No. 73, ¶7]. . . .”
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[Such restatement is a special exemption (refer to section A06, “Accounting Changes,” paragraph 
.125) that] is available only once for changes made at the time an enterprise’s financial statements 
are first used for any of those purposes and is not available to enterprises whose securities currently 
are widely held [APB Opinion 20, ¶29]. . . . ”
Twelve examples are presented below of the reporting of changes in accounting principles with 
restatement. The examples are classified by the kind of change in accounting principles that was 
made.
FULL COST METHOD (OIL AND GAS)
CBI INDUSTRIES, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements 
(Thousands of dollars, except per share amounts)
2. Change to Successful Efforts Accounting Method
During the second quarter of 1986, CBI changed its method of accounting for oil and gas exploration 
and development costs from the full cost method to the successful efforts method. Accordingly, the 
financial statements for prior years have been restated, reflecting the retroactive application of the 
successful efforts method. Although the full cost method continues to be acceptable, the Financial 
Accounting Standards Board has expressed a preference for the successful efforts method and CBI 
believes this method provides a better measure of the results of its exploration and development 
activities. Under successful efforts accounting, expenditures for unsuccessful exploration activities are 
expensed currently, while under the full cost method such expenditures are capitalized and amortized 
over the life of the proven reserves.
The change to the successful efforts method resulted in an increase of $369 ($.02 per share) in the 
net loss previously reported in 1985 and a decrease of $4,174 ($.23 per share) in the net income 
previously reported in 1984. Retained earnings at January 1, 1984 was reduced by $8,308 ($.48 per 
share), reflecting the cumulative effect of the change on prior periods.
If the full cost method of accounting had been used for the year ended December 31, 1986, reported 
net income, and income before extraordinary credit would have been decreased by $18,717 ($.86 per 
share). At December 31, 1986, the book value of proven oil and gas reserves exceeded the discounted 
future net revenues by $13,523.
ENRON CORP.
Notes to Consolidated Financial Statements
1. Summary of Accounting Policies
•  •  •  •
Accounting for Oil and Gas Producing Activities. Effective June 30, 1986, the Corporation 
changed from the full cost method to the successful efforts method of accounting for its oil and gas 
operations. In September 1986, the Corporation filed an amendment to its 1985 Form 10-K which 
reflected the restatement of the financial statements pursuant to this accounting change. Accordingly, 
the accompanying financial statements reflect the retroactive adjustments to comply with the new 
method.
Although the full cost method continues to be generally accepted, successful efforts accounting is 
the predominant method used by the Corporation’s peer group of companies in the industry. Therefore, 
the conversion will facilitate the Corporation’s comparison with these companies. Also, management 
believes the successful efforts method is a better measure of the results of the Corporation’s oil and gas 
operations under its present and foreseeable future circumstances.
The effect of the accounting change on net income and earnings per share for 1985 and 1984 is as 
follows:
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Year Ended December 31,
(In Thousands, Except Per Share) 1985 1984
Net income decrease 
Earnings per share decrease
$(40,612) $(30,935)
Primary (.91) (.70)
Fully diluted (.91) (.59)
The change had the effect of increasing (decreasing) net income and earnings per share for 1986 by 
the following amounts from what would have been reported on a full cost basis. Under the full cost 
method, unamortized capital costs may not exceed a ceiling amount that is based principally on the value 
of proved oil and gas reserves. As a result of deteriorating oil and gas prices during 1986, the 
Corporation would have written down approximately $83.6 million after-tax of its oil and gas properties 
under the full cost method.
(In Thousands, Except Per Share)
Excluding 
Writedown of 
Oil and Gas 
Properties
Including 
Writedown of 
Oil and Gas 
Properties
Net income increase (decrease) $(17,594) $66,009
Earnings per share increase (decrease)
Primary (.40) 1.49
Fully diluted (.40) 1.49
Additionally, as of January 1, 1986, the change in method reduced net oil and gas property by $296.4 
million, deferred income taxes by $137.7 million, and retained earnings by $158.7 million.
Under the successful efforts method of accounting, oil and gas lease acquisition costs are capitalized 
when incurred. Unproved properties with significant acquisition costs are assessed periodically on a 
property-by-property basis, and a loss is recognized by provision of a valuation allowance for any 
impairment in value. Unproved properties whose acquisition costs are not individually significant are 
aggregated, and the portion of such costs estimated to be nonproductive, based on historical experience, 
is amortized on an average holding period basis. If the unproved properties are determined to be 
productive, the appropriate related costs are transferred to proved oil and gas properties. Lease rentals 
are expensed as incurred.
• • • •
GENERAL ELECTRIC COMPANY 
Notes to Financial Statements
Summary of Significant Accounting Policies
Financial Statement Presentation. In 1986, the Company changed the format of certain of its 
financial statements. The Statement of Earnings has been revised to reflect (1) the growing importance 
of revenues and related costs and expenses from transactions other than sales of tangible products, and 
(2) a recent U. S. Securities and Exchange Commission release with respect to cost classifications. Also, 
the Statement of Changes in Financial Position has been modified to portray certain significant aspects 
of purchasing RCA. Prior-year amounts shown in the statements and related notes have also been 
reclassified as appropriate to conform with the 1986 presentation. Additionally, prior-year amounts 
have been restated for the change in accounting for costs associated with oil and gas production, as 
discussed separately in this note, and industry segment data have been revised as presented in the 
Summary of Industry Segments, which is explained more fully in note 24 to the financial statements.
• • • •
Depreciation, Depletion and Amortization. The cost of most manufacturing plant and equipment, 
other than that acquired in the purchase of RCA Corporation (RCA) in 1986, is depreciated using an 
accelerated method based primarily on a sum-of-the-years digits formula. Plant and equipment of RCA 
operations continues to be depreciated on a straight-line basis. If manufacturing plant and equipment is
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subject to abnormal economic conditions or obsolescence, additional depreciation is provided. Mining 
properties, which were sold in 1984 and 1985, were depreciated, depleted or amortized mainly by the 
unit-of-production method. Mining exploration costs were charged directly to expense until develop­
ment of a specific mineral deposit was likely to be economically feasible. After such determination, all 
related development costs were capitalized and subsequently amortized over the productive life of the 
property, commencing with the start-up of production.
Restatement of Prior Years’ Financial Statements for the Change in Method of Accounting for Oil 
and Gas Properties. In 1986, the Company changed its method of accounting for oil and gas properties 
from the “full cost” method to the “successful efforts” method. Management considers this change 
prudent in view of the weakness of oil and gas prices and the uncertain outlook for prices in the industry. 
Fewer costs are capitalized under the “successful efforts” method than under the “full cost” method, 
thus reducing the risk of non-recovery of asset values.
This change in method must be applied retroactively. Accordingly, previously reported net 
earnings have been restated downward by $59 million (13 cents per share) for 1985 and $41 million (9 
cents per share) for 1984. The balance of retained earnings at January 1, 1984, has been restated 
downward by $133 million (29 cents per share) for the cumulative effect on operations of years before 
1984.
TENNECO, INC.
Notes to Financial Statements
1. Summary of Accounting Policies
•  •  •  •
Oil and Gas Accounting and Depreciation, Depletion and Amortization. Effective as of January 1, 
1986, Tenneco changed the method of accounting for its oil and gas operations from the full-cost method 
to the successful efforts method. In May 1986, Tenneco filed an amendment to the 1985 Form 10-K which 
reflected the restatement of the financial statements pursuant to this accounting change. Although the 
full-cost method continues to be generally accepted, the Financial Accounting Standards Board has 
expressed a preference for the successful efforts method, and management believes the successful 
efforts method is a more appropriate measure of the results of Tenneco’s oil and gas operations.
Under the successful efforts method, costs of productive wells, development dry holes and produc­
tive leases are capitalized and amortized on a unit-of-production basis over the life of remaining proved 
reserves. Cost centers for amortization purposes are determined on a field-by-field basis. The estimated 
future costs of dismantlement, restoration and abandonment are amortized as part of depreciation, 
depletion and amortization expense.
Oil and gas leasehold costs are capitalized when incurred. The acquisition costs of all unproved 
properties that are not individually significant are generally aggregated, and the portion of such costs 
estimated to be non-productive, based on historical experience, is amortized on an average holding 
period basis. Costs of such properties surrendered are charged against the valuation allowance. Any 
individually significant unproved properties are assessed periodically on a property-by-property basis 
and any impairments in value are charged to expense.
Exploratory expenses, including geological and geophysical expenses and annual delay rentals for 
oil and gas leases, are charged to income as incurred. Exploratory drilling costs, including stratigraphic 
test wells, are initially capitalized, but charged to expense if and when the well is determined to be 
unsuccessful.
The change in method had the effect of decreasing income from continuing operations for the years 
1985 and 1984 by $173 million and $262 million, respectively. Corresponding earnings per share were 
decreased by $1.18 and $1.84, respectively. As of January 1, 1986, the change in method reduced net oil 
and gas property by $1,816 million, reduced retained earnings by $988 million and reduced reserve for 
deferred federal income taxes by $828 million.
This change increased income from continuing operations for the year 1986 by $1.7 billion ($11.58 
per share) over income from continuing operations that would have been reported on a full-cost basis 
which includes the ceiling test writedown required under the full-cost method of accounting.
Depreciation of the other properties is provided on a straight-line basis in amounts which, in the 
opinion of management, are adequate to allocate the cost of properties over their estimated useful lives.
• • • •
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WASHINGTON GAS LIGHT COMPANY AND SUBSIDIARIES 
Notes to Financial Statements
1. Accounting Policies
• • • •
Exploration and Development Costs. In April 1986, the Company changed its method of account­
ing for oil and gas operations from the full cost method to the successful efforts method (See Note 2). 
Under the successful efforts method of accounting, costs of productive wells, development dry holes and 
productive leases are capitalized and amortized on a unit-of-production basis over the life of remaining 
proved reserves. Cost centers for amortization purposes are determined on a property-by-property 
basis. The Company recognizes the impairment of its producing properties when the net capitalized 
costs exceed the present value of future net revenues on a property-by-property basis.
Oil and gas leasehold costs are capitalized when incurred. Exploratory drilling costs are initially 
capitalized, but charged to expense if and when the well is determined to be unsuccessful. Exploratory 
expenses, including geological and geophysical expenses and annual delay rentals for oil and gas leases 
are charged to expense as incurred.
•  •  •  •
2. Change in Method of Accounting for Oil and Gas Exploration Activities
Effective April 1, 1986, the Company changed the method of accounting for its oil and gas 
operations from the full cost method to the successful efforts method. Although the full cost method 
continues to be generally accepted, the Financial Accounting Standards Board has expressed a prefer­
ence for the successful efforts method, and management believes the successful efforts method is a more 
appropriate measure of the results of the Company’s oil and gas operations under present circum­
stances. The accompanying financial statements for all prior years and quarters have been retroactively 
restated to comply with the new method.
The change in method had the effect of reducing 1985 and 1984 net income by $264,000 and 
$1,485,000, respectively from amounts previously reported. Correspondingly, earnings per average 
share of common stock declined in 1985 and 1984 by $.02 and $. 10, respectively. The cumulative effect on 
retained earnings at December 31, 1985, for the change to the successful efforts method of accounting 
was a reduction of $5,128,000. The change does not have any effect on the Company’s cash position.
If the full cost method of accounting had been utilized for the year ended December 31, 1986, net 
income and earnings per average share would have decreased by $3,111,000 and $.19, respectively.
LIFO INVENTORY COSTS
CABLE TV INDUSTRIES AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
2. Accounting Change
In the fourth quarter of 1986 the Company changed its method of determining the cost of its 
inventories to the first-in, first-out (FIFO) method from the last-in, first-out (LIFO) method used in 
prior years. A significant portion of the Company’s inventories has experienced declining prices during 
the last few years. As a result, this change was made to more accurately value these inventories.
The new method of accounting has been applied retroactively and financial statements of prior 
years have been restated.
The accounting change increased the 1986 net loss by approximately $50,000 or $.02 per share and 
decreased the previously reported net income for 1985 and 1984 by approximately $15,000 or $.01 per 
share and $156,000 or $.05 per share, respectively.
CRAMER, INC.
Notes to Financial Statements 
December 31, 1984, 1985 and 1986
(All table dollar amounts in thousands, except per share amounts) 
Note A—Summary of Accounting Policies
•  •  •  •
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1. Inventories—Accounting Change. Inventories are valued at the lower of cost or market. In 1986 
the Company changed its method of determining the cost of its inventories to the first-in, first-out 
(FIFO) method. The Company had used the last-in, first-out (LIFO) method since 1980. Prior period 
financial statements have been restated to reflect this change.
Due to the Company’s weakened financial position resulting from the substantial loss in 1986, the 
Company has undertaken both financial and operational restructuring. In connection with these 
restructuring plans, the Company’s current financial condition is the primary concern of the constituen­
cies who support the Company. Under these circumstances, the FIFO method of inventory valuation is 
the preferable method because inventory is presented in the Company’s Balance Sheets at values that 
more closely reflect its current worth.
•  •  •  •
Note C—Inventories
The closing inventories are as follows:
Finished goods 
Work in progress 
Raw materials
December 31, 
1985 1986
$2,064 $1,426
1,293 1,459
4,042 2,856
$7,399 $5,741
The Company changed to the first-in, first-out (FIFO) method of inventory valuation from the 
last-in, first-out (LIFO) method in 1986 (Note A1). As a result of this change in accounting method, 
inventories and retained earnings were increased by $289,000 and $151,000, respectively, at the 
beginning of 1986 and by $274,000 and $144,000, respectively at the beginning of 1985. The effect of this 
change in accounting method on income of prior years is as follows:
1982 1983 1984 1985
Earnings (loss) before extraordinary item 
Amount:
Previously reported $244 $420 $523 $(20)
Restated 295 387 465 (13)
Per Share:
Previously reported .23 .42 .47 (.02)
Restated .28 .39 .42 (.01)
Net earnings (loss) 
Amount:
Previously reported 244 420 574 34
Restated 295 387 516 41
Per Share:
Previously reported .23 .42 .52 .03
Restated .28 .39 .47 .04
DESIGN HOUSE INTERNATIONAL, INC.
Notes to Financial Statements
1. Summary of Significant Accounting Policies
•  •  •  •
Inventories. Inventories are stated at the lower of cost or market. For 1986, cost was determined 
using the first-in, first-out inventory pricing method. The restated financial statements for 1985 and 
1984 also reflect the first-in, first-out method. The financial statements for 1985 and 1984 were 
presented using the last-in, first-out inventory pricing method prior to the restatement.
•  •  •  •
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3. Accounting Change
During the fourth quarter of 1986, the Company changed its method of accounting for inventories 
from the last-in, first-out method to the first-in, first-out (FIFO) method. Management believes that the 
FIFO method will result in a better matching of current costs and current revenues.
The new method of accounting has been applied retroactively, and financial statements of prior 
years have been restated. The impact of the restatement on net income (loss) and net income (loss) per 
share was:
1985 1984
Amount
Per
Share Amount
Per
Share
Net income (loss), as previously reported 
Adjustment, net of income taxes 
Net income (loss), as restated
$(1,134,000)
(25,000)
$(1,159,000)
$(.94)
(.02)
$(.96)
$1,063,000
(18,000)
$1,045,000
$1.00
(.02)
$ .98
The balances of retained earnings at the beginning of years 1984, 1985, and 1986 have been adjusted 
for the effect (net of income taxes) of applying retroactively the new method of accounting for 
inventories.
SAVIN CORPORATION AND CONSOLIDATED SUBSIDIARIES 
Notes to Financial Statements
4. Changes in Accounting Principles
Effective December 31, 1986, the Company changed its method of valuing inventories from the 
lower of cost or market LIFO method to the lower of cost or market, weighted average cost method. The 
Company is in the midst of a financial and operational restructuring. In such an operating environment, 
the financial position of the Company is of significant interest to creditors, shareholders and vendors. 
The weighted average cost method of inventory valuation is a better measure to reflect the current 
value of such inventories and the financial position of the Company. Also, the use of the LIFO costing 
method has reduced the Company’s comparability with competitor companies (many of which do not use 
the LIFO method) within the industry and the market segments in which the Company operates.
The new method of accounting has been applied retroactively and accordingly prior years’ financial 
statements have been restated. The accounting change reduced the net loss and loss per share for the 
year ended December 31, 1986 by $4,787,000 ($.22 per share) and increased the net loss and loss per 
share for the year and eight-month period ended December 31, 1985 and 1984, by $616,000 ($.03 per 
share) and $1,375,000 ($.07 per share), respectively. The change decreased the net loss by $67,000 ($.01 
per share) for the year ended April 30, 1984. In addition, 1986 opening inventory and accumulated 
deficit balances were decreased and increased, respectively, by approximately $4,787,000.
During the period ended December 31, 1984, the Company changed the estimated useful lives and 
depreciation methods with respect to certain of its rental machines. Based upon changing photocopier 
technology, the Company revised the estimated life of rental machines introduced during the fiscal year 
ended April 30, 1984 and thereafter. The change in estimate, from five years to three years, had the 
effect of increasing depreciation expense and net loss for the eight-month period ended December 31,
1984 by approximately $629,000 ($.03 per share). In connection with the change in estimate, the 
Company changed its depreciation method for these machines from the double-declining balance 
method to the straight-line method. The Company feels the new method is preferable since it more 
accurately allocates the costs of the machines over their anticipated revenue stream. The change in 
method had the effect of reducing net loss for the eight-month period ended December 31, 1984 by 
$640,000 ($.03 per share) including $604,000 ($.03 per share) for the cumulative effect on prior years 
through April 30, 1984. The net effect of the change in estimate and change in depreciation method on
1985 operations was to reduce the net loss by $11,000. The following table sets forth the pro forma loss 
before extraordinary item, net loss and per share amounts assuming the accounting change had been 
applied retroactively:
31
Amounts as reported:
Loss before extraordinary item and change in 
accounting principle...............................................
Loss per share of common stock.............................
Net loss......................................................................
Loss per share of common stock.............................
Pro forma amounts assuming the accounting change 
was applied retroactively:
Loss before extraordinary item ...............................
Loss per share of common stock.............................
Net loss......................................................................
Loss per share of common stock.............................
8 Months 
Ended
December 31, 
1984
Year 
Ended 
April 30, 
1984
$ (22,714) $ (67,621)
$ (1.18) $ (4.69)
$ (21,257) $ (67,621)
$ (1.12) $ (4.69)
$ (22,714) $ (67,017)
$ (1.18) $ (4.65)
$ (22,131) $ (67,017)
$ (1.15) $ (4.65)
STANDARD HAVENS, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 
September 30, 1986, 1985, and 1984
5. Inventory Valuation
The Company values its inventory at the lower of cost or market. During the year ended September 
30, 1986, the Company changed its method of accounting for domestic inventory from the last-in, 
first-out (LIFO) method to the first-in, first-out (FIFO) method, effective October 1, 1985. The 
Company has experienced decreases in costs of raw materials and purchased parts in recent years and 
believes the FIFO method provides a better matching of revenues and costs. Inventories of the foreign 
subsidiaries have been accounted for under the FIFO method. The financial statements of all periods 
presented have been restated to reflect the change in accounting principle. The effect of utilizing the 
LIFO method of valuing inventories at September 30, 1986, 1985 and 1984 on net earnings, earnings per 
common share and inventories would have been as follows:
Increase (decrease)
______ over reported amounts______
1986 1985 1984
Net earnings.............................................................  $ — — 100,000
Earnings per common share.................................... — — .03
Inventories...............................................................  (1,683,000) (1,683,000) (1,683,000)
Earnings per share for 1985 and 1984 were previously reported as $.20 and $.13 per share, 
respectively.
REGULATED ENTERPRISES—
ABANDONMENTS OR DISALLOWANCES
PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED 
Notes to Consolidated Financial Statements
1. Statement of Financial Accounting Standards No. 90 (SFAS 90)
In December 1986, the Financial Accounting Standards Board (FASB) issued SFAS 90—Reg­
ulated Enterprises-Accounting for Abandonments and Disallowances of Plant Costs, which amends 
the previously prescribed accounting standards for these two types of events that have occurred 
primarily in the electric utility industry.
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This new statement requires that a loss be recognized if the carrying amounts of abandoned assets 
exceed the present value of future revenues generated by those assets in the regulatory process. 
Previous accounting standards required that abandoned assets be reported at the lesser of cost or 
probable gross revenues.
This new statement also requires any disallowance of the cost of a recently completed plant to be 
recognized as a loss (cost defined to include a return on capital). Previous accounting standards did not 
require the recognition of a loss if the total cost of the plant (exclusive of a return on capital after 
construction) would be recovered.
While SFAS 90 is not required to be implemented until 1988, earlier adoption is encouraged and 
Enterprise has chosen to adopt the provisions of this new accounting statement in 1986. Consistent with 
the recommendation of SFAS 90, prior years’ financial statements have been restated to reflect the 
application of the new statement.
The following table illustrates the effect of adoption of SFAS 90:
(Thousands of Dollars)
For the Years Ended December 31, 1986 1985 1984
Income before application of SFAS 90 $562,289 $484,550 $429,808
Disallowed Costs 
Hope Creek 1 (Note 2)
Direct Disallowance 
Return Disallowance—Discount 
Amortization of Discount 
Related Income Taxes
431,532 
(80,961) 
(12,157) 
(122,818)
135,139
(35,935)
Hope Creek—net 215,596 99,204
Property Abandonments (Note 5) 
Return Disallowance—Discount 
Amortization of Discount 
Related Income Taxes
(43,170)
11,400
15,870
(41,292)
11,136
35,346
(30,330)
(2,172)
Property Abandonments—net (31,770) (14,286) 2,844
Effects of application of SFAS 90 183,826 84,918 2,844
Net Income $378,463 $399,632 $426,964
Earnings per Average Share of Common Stock 
Income before application of SFAS 90 
Effects of application of SFAS 90
$4.22
1.38
$3.96
.69
$3.95
.03
Net income $2.84 $3.27 $3.92
The tax effects of discounting of abandonments were calculated using the tax rates applicable to related 
deferred tax balances. The tax effect of the Hope Creek 1 disallowance was calculated using a 35.8 
percent rate. Such rate reflects rates that will be in effect when the tax basis of this plant is depreciated 
(46% in 1986, 40% in 1987 and 34% thereafter) to determine the net realizable value of the tax benefit.
Retained earnings as of December 31, 1983 have been reduced by $131.8 million to reflect the 
retroactive discounting of the abandonments occurring prior to that date, principally the Atlantic 
Project and Hope Creek Unit 2.
PUGET SOUND POWER & LIGHT COMPANY 
Notes to Consolidated Financial Statements
9. Investment in Terminated Generating Projects and Restatement
The Company is currently recovering in its rates to retail customers the majority of its net 
investment in two terminated nuclear projects in which it was participating as an owner. The first 
project, the Pebble Springs nuclear project, was terminated by the project owners in 1982; and the 
Company was authorized by the Washington Commission, in a July 25, 1983 rate order, to recover its 
net investment of approximately $47 million in rates over ten years, without a return dining the 
recovery period. The second project, the Skagit/Hanford nuclear project, was terminated by the project 
owners in 1983; and the Company was authorized by the Washington Commission, in a September 28,
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1984 general rate order, to recover $82 million of its $128 million net investment in the project in rates 
over ten years, without a return during the recovery period. All appeals related to the rate orders have 
been resolved as a result of the final decision in 1986 of the Washington Supreme Court, which affirmed 
the Washington Commission’s allowance of recovery of the Pebble Springs investment.
In December 1986, the Financial Accounting Standards Board (“FASB”) issued Statement No. 90 
(the “Statement”), which modified the required accounting for recovery of costs associated with 
terminated generating projects. Under terms of the Statement, the amounts recoverable through rates 
must be adjusted to their present value using a discount rate as specified in the Statement. Any excess 
of the net investments over those present values must be recognized as a loss.
As encouraged by the FASB, the Company has elected to adopt the Statement in 1986, restating 
previously issued financial statements. Applying the Statement to adjust the recoverable costs of the 
two projects to their present values in 1983 results in recognition of a loss, net of tax benefits of 
$49,409,000. In addition, adjustment of the recoverable costs to present value results in 1) reduced net 
amortization over the respective recovery periods, and 2) accrual of a carrying charge on amounts 
recoverable on the Skagit/Hanford project between the loss recognition date in 1983 and the date in 1984 
of the Washington Commission’s rate order. These adjustments have the effect of increasing net income 
in 1984 and subsequent years as compared to amounts which would have been reported had the 
Statement not been adopted.
The extraordinary item recognized in the fourth quarter of 1984 refers to the Washington Commis­
sion’s disallowance of a portion of the terminated Skagit/Hanford project ($47.6 million, net of tax 
benefits). The financial statement impact of the disallowance, after the restatement of 1983 balances to 
give effect to the Statement, is $36.2 million (including the related deferred tax expense of $9.7 million).
The effect on income and earnings per share for 1983, 1984 and 1985 (as previously reported) and for 
1986 as a result of the adoption of the Statement is as follows (See Note 16):
1986 1985 1984 1983
Increase (Decrease) in:
(Thousands except per share amounts)
Other income $4,782 $5,010 $ 6,098 $ 2,706
Income before extraordinary item $4,782 $5,010 $ 6,098 $ 2,706
Net income $4,782 $5,010 $17,522 $(46,703)
Net income for common stock 
Earnings per common share:
$4,782 $5,010 $17,522 $(46,703)
Before extraordinary item $0.09 $0.10 $0.13 $0.07
After extraordinary item $0.09 $0.10 $0.38 $(1.18)
16. Supplemental Quarterly Financial Data (Unaudited)
The following amounts are unaudited but, in the opinion of the Company, include all adjustments 
necessary for a fair presentation of the results of operations for the interim periods. Annual amounts are 
not generated evenly by quarter during the year due to the seasonal nature of the utility business and 
variations in surplus power sales to other utilities. Amounts for 1983 through 1985 and the first three 
quarters of 1986 have been restated to reflect adoption by the Company of Statement of Financial 
Accounting Standards No. 90 (see Note 9).
1986 Quarter Ended March 31 June 30 September 30 December 31
Operating revenues 
Operating income 
Other income 
Net income
Earnings per common share
(Thousands except per share amounts) 
$207,951 $162,345 $155,437 $189,031 
$ 50,151 $ 35,276 $ 34,906 $ 48,686 
$ 6,747 $ 5,065 $ 3,725 $ (610) 
$ 39,815 $ 19,868 $ 19,955 $ 30,610 
$0.67 $0.27 $0.29 $0.51
Increase resulting from restatement in: 
Other income 
Net income
Earnings per common share
$ 1,206 
$ 1,206 
$0.02
$ 1,275 
$ 1,275 
$0.02
$ 1,161 
$ 1,161 
$0.02
$ -  
$ _  
$ -
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1985 Quarter Ended March 31 June 30 September 30 December 31
Operating revenues $213,122 $144,449 $137,093 $219,444
Operating income $ 60,848 $ 31,016 $ 27,257 $ 53,572
Other income $ 5,756 $ 7,357 $ 7,136 $ 4,029
Net income $ 49,622 $ 21,996 $ 18,461 $ 40,865
Earnings per common share $0.90 $0.32 $0.25 $0.70
Increase resulting from restatement in:
Other income $ 1,279 $ 1,262 $ 1,244 $ 1,225
Net income $ 1,279 $ 1,262 $ 1,244 $ 1,225
Earnings per common share $0.02 $0.02 $0.03 $0.03
1984 Quarter Ended March 31 June 30 September 30 December 31
Operating revenues $176,939 $136,190 $147,504 $196,602
Operating income $ 46,354 $ 28,659 $ 27,476 $ 51,566
Other income $ 6,786 $ 4,441 $ 5,305 $ 5,794
Income before extraordinary item $ 34,521 $ 16,779 $ 11,592 $ 38,346
Net income $ 34,521 $ 16,779 $ 11,592 $ 2,191
Earnings per common share:
Before extraordinary item $0.63 $0.23 $0.11 $0.68
After extraordinary item $0.63 $0.23 $0.11 $(0.09)
Increase resulting from restatement in:
Other income $ 1,666 $ 1,699 $ 1,732 $ 1,001
Income before extraordinary item $ 1,666 $ 1,699 $ 1,732 $ 1,001
Net income $ 1,666 $ 1,699 $ 1,732 $ 12,425
Earnings per common share:
Before extraordinary item $0.03 $0.04 $0.04 $0.03
After extraordinary item $0.03 $0.04 $0.04 $0.26
1983 Quarter Ended March 31 June 30 September 30 December 31
Operating revenues $132,568 $ 97,196 $117,700 $171,047
Operating income $ 30,550 $ 15,691 $ 24,199 $ 46,718
Other income $ 8,535 $ 9,465 $ 8,625 $ 7,420
Income before extraordinary item $ 28,213 $ 14,267 $ 22,201 $ 40,009
Net income $ 28,213 $ 14,267 $ (27,208) $ 40,009
Earnings per common share:
Before extraordinary item $0.57 $0.20 $0.40 $0.80
After extraordinary item $0.57 $0.20 $(0.84) $0.80
Increase (decrease) resulting from restatement in: 
Other income
Income before extraordinary  item 
Net income
$ 1,072 
$ 1,072 
$ (48,337)
$ 1,634 
$ 1,634 
$ 1,634
Earnings per common share:
Before extraordinary item 
After extraordinary item
$0.03
$(1.22)
$0.04
$0.04
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IV
CHANGE IN A REPORTING ENTITY
A change in a reporting entity is one special type of change in accounting principle resulting in 
financial statements that, in effect, are of a different reporting entity. Paragraphs 34 and 35 of APB 
Opinion 20 describe the reporting required for such a change as follows:
Change in Reporting Entity
.112 Accounting changes that result in financial statements that are in effect the statements 
of a different reporting entity shall be reported by restating the financial statements of all prior 
periods presented in order to show financial information for the new reporting entity for all 
periods.4 [APB Opinion 2 0 , ¶34] This type [of accounting change] is limited mainly to (a) presenting 
consolidated or combined statements in place of statements of individual enterprises, (b) changing 
specific subsidiaries comprising the group of enterprises for which consolidated financial state­
ments are presented, and (c) changing the enterprises included in combined financial statements. A 
different group of entities comprises the reporting entity after each change. A business combina­
tion accounted for by the pooling-of-interests method also results in a different reporting entity.
[APB Opinion 20, 112]
. 113 The financial statements of the period of a change in reporting entity shall describe the 
nature of the change and the reason for it. In addition, the effect of the change on income before 
extraordinary items, net income, and related per share amounts shall be disclosed for all periods 
presented. Financial statements of subsequent periods need not repeat the disclosures. (Section 
B50, paragraphs .115 through .124 and .162 through . 165 describe the manner of reporting and the 
disclosures required for a change in reporting entity that occurs because of a business combination.)
[APB Opinion 20, 135]
The following examples are classified by pooling of interest and other type of changes.
4“. . . The amount of interest cost capitalized through application Section 167, “Interest: Capitalization of Interest 
Costs,” shall not be changed when restating financial statements of prior periods [for a change in the reporting entity] [SFAS 
No. 58, 18]____”
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POOLING OF INTEREST
BOATMEN’S BANCSHARES, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
1. Summary of Principal Accounting Policies:
•  •  •  •
Basis o f Presentation. The consolidated financial statements include the accounts of the Corpora­
tion and its subsidiaries after elimination of all material intercompany balances and transactions. Prior 
period financial statements have been restated to include the accounts of companies which were 
acquired and accounted for as poolings of interest. Results of operations of companies which were 
acquired and subject to purchase accounting are included from the dates of acquisition. In accordance 
with the purchase method of accounting, the assets and liabilities of purchased companies were stated at 
estimated fair values at the date of acquisition, and the excess of cost over fair value of net assets 
acquired is being amortized on a straight-line basis primarily over a 25-year period.
•  •  •  •
2. Acquisitions:
The Corporation consummated major acquisitions in both 1986 and 1985. On March 29, 1986, the 
Corporation acquired General Bancshares Corporation, a Missouri based bank holding company with 
total assets of approximately $2.1 billion, operating 11 banks in Missouri, Illinois and Tennessee. This 
transaction, accounted for as a pooling of interests, was structured as a reverse statutory merger 
whereby General Bancshares Corporation was the surviving legal entity, thereby preserving certain 
interstate banking rights. Previously reported financial data has been restated to reflect this transac­
tion as if that corporation had always been combined with Boatmen’s Bancshares, Inc. A total of 
5,463,718 common shares were issued to shareholders of General Bancshares Corporation to effect the 
transaction. Total revenue and net income of General Bancshares Corporation for the 1986 period 
preceding consummation of the transaction were $51,371,000 and $4,721,000, respectively. In the 
fourth quarter of 1985, General Bancshares Corporation made expense provisions totaling $14,428,000 
for merger related costs and to recognize losses due to certain irregularities in a subsidiary bank. This 
amount is included in other expenses in the restated consolidated financial statements. Originally 
reported results of Boatmen’s Bancshares, Inc. have been restated as follows:
____________ (In thousands except per share data)____________
1985 1984
Reported Restated Reported Restated
Net interest income $209,344 $274,880 $108,083 $172,877
Provision for loan losses 15,810 32,938 8,080 13,043
Non-interest income 62,949 77,969 31,414 44,517
Non-interest expense 175,394 247,999 93,855 149,743
Net income 59,163 60,594 30,932 46,107
Net income per share $4.40 $3.19 $4.25 $3.64
FIRST JERSEY NATIONAL CORPORATION AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
1. Summary of Significant Accounting Policies
Principles of Consolidation. The consolidated financial statements of First Jersey National Cor­
poration are prepared on the accrual basis and include the accounts of the Corporation and its 
subsidiaries (“the Corporation”)—The First Jersey National Bank, The First Jersey National Bank/ 
South, The First Jersey National Bank/Central, The First Jersey National Bank/West, and The First 
Jersey National Bank/Fort Lee. All significant intercompany accounts and transactions have been 
eliminated from the accompanying consolidated financial statements. The financial statements for prior 
years have been restated to reflect an acquisition in 1986 accounted for using the pooling-of-interests 
method.
•  •  •  •
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2. Mergers and Acquisitions
Mergers and acquisitions consummated during the three year period ended December 31, 1986 are 
shown below:
1984 Consideration
January Guarantee Bancorp Inc. 880,641 Shares 
Series B Preferred 
Stock, and 
$12,417,000 Cash
June/July Nine branches from subsidiaries 
of First Fidelity Bancorporation $4,467,000 Cash
October First National Bank and Trust Co. 207,970 Shares
of Beverly Common Stock
November Livingston National Bank 775,811 Shares 
Common Stock
December First County Bank of New Jersey 360,724 Shares 
Common Stock
1985
April Peoples National Bank 643,169 Shares
of North Jersey Common Shares
November The Broad Street National Bank 
of Trenton $22,813,000 Cash
1986
November First National Bancorp 616,857 Shares
in Fort Lee Common Stock
The 1986 acquisition of First National Bancorp in Fort Lee (“Fort Lee”) became effective Novem­
ber 24, 1986 and was accounted for as a pooling-of-interests; accordingly, the consolidated financial 
statements include the accounts of Fort Lee for all periods presented. Fort Lee contributed assets, 
deposits and equity of approximately $131,863,000, $120,983,000 and $9,673,000 respectively, to First 
Jersey on the effective date of the acquisition. Previously reported results of operations have been
restated for the merger as follows:
In Thousands, Except Per Share Data 1985 1984
Previously Previously
Reported Restated Reported Restated
Net Interest Revenue $138,159 $142,439 $114,293 $117,917
Net Income 30,121 31,622 24,185 25,478
Net Income Per Share:
Primary 4.47 4.28 3.96 3.76
Fully Diluted 4.15 4.02 3.68 3.54
The Corporation acquired Peoples National Bank of North Jersey (“Peoples”) and The Broad 
Street National Bank of Trenton (“Broad Street”) on April 1, 1985 and November 8, 1985, respectively. 
The Peoples transaction was accounted for as a pooling-of-interests. The acquisition of Broad Street was 
a purchase and therefore its accounts have been included as of the date of purchase. Peoples became The 
First Jersey National Bank/West; Broad Street, originally an independent subsidiary of the Corpora­
tion, merged with The First Jersey National Bank/Central effective November 14, 1986.
GREAT AMERICAN FIRST SAVINGS BANK 
Notes to Consolidated Financial Statements 
Years Ended December 31, 1986, 1985 and 1984
A. Basis of Presentation and Summary of Significant Accounting Policies:
General. The Consolidated Financial Statements include the accounts of Great American First
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Savings Bank and its majority-owned subsidiaries (collectively referred to as “Great American”). All 
material intercompany accounts and transactions have been eliminated.
On March 21, 1986, Great American acquired Home Federal Savings and Loan Association, 
Tucson, Arizona. On May 30, 1986, Home Federal changed its name to Great American First Savings 
Bank f.s.b. (“Great American FSB”). The acquisition of Great American FSB has been accounted for 
using the purchase method of accounting. Accordingly, Great American FSB’s results of operations and 
financial condition are included in all quarterly periods subsequent to the acquisition.
On May 7, 1986, Great American merged with Los Angeles Federal Savings Bank (“Los Angeles 
Federal”) in a tax free merger accounted for under the pooling of interests method of accounting. As a 
result, the Consolidated Financial Statements for all periods prior to the merger have been retroactive­
ly restated to include the combined accounts of Great American and Los Angeles Federal.
United States Government and Other Securities. Investment securities are recorded at cost with 
any discount accreted or premium amortized to income over the terms of the securities using the level 
yield method. The specific identification method is used to determine the cost of investments sold. Gains 
and losses on the sale of securities are reflected in operations at the time of sale.
Corporate debt securities are carried at cost, as it is generally management’s intention to hold these 
securities as investments. Provisions for estimated declines in market value are reflected in operations 
when significant impairments in value that can be reasonably estimated are deemed to have occurred.
• • • •
T. Business Combinations:
• • • •
Merger with Los Angeles Federal. Great American merged with Los Angeles Federal in a 
transaction effected by the conversion of Los Angeles Federal from the mutual to the stock form of 
organization and the simultaneous merger of Los Angeles Federal with and into Great American (the 
“Conversion Merger”). Great American is the resulting institution in the Conversion Merger and the 
separate corporate existence of Los Angeles Federal ceased. Los Angeles Federal had total assets at 
March 31, 1986 of $659 million and operated through 16 offices in Los Angeles and Orange Counties in 
Southern California.
The Conversion Merger was accounted for under the pooling of interests method in accordance with 
APB 16, Great American issued 880,094 shares of common stock in connection with the Conversion 
Merger in an underwritten public offering and 19,906 common shares in a subscription offering to 
certain depositors, borrowers, employees, officers and directors of Los Angeles Federal. Net proceeds 
from the combined issuance of the 900,000 common shares issued in the Conversion Merger and 
subscription offering amounted to $15.6 million.
The following table presents reconciliations of the previously reported revenues, net earnings and 
net earnings per share of Great American with the combined amounts currently presented in the 
Consolidated Statements of Operations:
Year ended
________________________________________________________________ December 31
(in thousands, except per share data)_____________________________ 1985__________ 1984
Revenues:
As previously reported $871,967 $708,829
Los Angeles Federal (1) 70,722 64,347
$942,689 $773,176
Earnings (loss) before extraordinary item:
As previously reported $ 45,666 $ 20,167
Los Angeles Federal (2,603) (3,658)
$ 43,063 $ 16,509
Net earnings (loss):
As previously reported $ 45,666 $ 23,208
Los Angeles Federal (1) (2,603) (3,356)
$ 43,063 $ 19,852
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Year ended 
December 31
(in thousands, except per share data) 1985 1984
Earnings (loss) per share before extraordinary item: (2) 
Primary
As previously reported $2.43 $1.08
Los Angeles Federal (.14) (.20)
$2.29 $ .88
Assuming full dilution
As previously reported $2.33 $1.08
Los Angeles Federal (.13) (.20)
$2.20 $ .88
Net earnings (loss) per share: (2) 
Primary
As previously reported $2.43 $1.24
Los Angeles Federal (.14) (.18)
$2.29 $1.06
Assuming full dilution
As previously reported $2.33 $1.24
Los Angeles Federal (.13) (.18)
$2.20 $1.06
(1) Prior to the Conversion Merger, Los Angeles Federal’s fiscal year-end was September 30. In 
combining the accounts of Great American and Los Angeles Federal, Los Angeles Federal’s results of 
operations for prior periods were adjusted to reflect a December 31 year-end. No adjustments were 
necessary to eliminate the effect of intercompany transactions prior to the Conversion Merger.
(2) Net earnings per share amounts reported for the merger with Los Angeles Federal were 
computed by dividing the net loss by the weighted average number of shares used in computing the 
previously reported per share amounts.
INTERFACE SYSTEMS INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 
Fiscal Year End September 30, 1986, 1985, and 1984
1. Organization and Basis of Presentation
• • • •
The accompanying consolidated financial statements reflect the pooling-of-interests transactions 
between the Company and Nematron and I.G.K. Accordingly, the consolidated financial statements 
have been restated to include the accounts and operations of the acquired companies prior to the date 
the transactions were consummated. On March 19, 1986, the Company issued 818,793 shares of common 
stock in exchange for 160,431 shares of Nematron common stock. On November 11, 1983, the Company 
issued 10,638 shares of common stock in exchange for 148,000 shares of I.G.K. common stock. The 
extent to which the par value of the Company’s common stock issued was greater than (less than) the 
acquired company’s par value of common stock, this difference was reflected as a (reduction) increase, 
respectively, of paid-in capital in the accompanying consolidated balance sheets. Paid-in capital was 
increased (decreased) by $147,260 and $(56,837), respectively, for the I.G.K. and Nematron pooling-of- 
interests transactions.
• • • •
LEGGETT & PLATT, INCORPORATED AND SUBSIDIARIES
Notes to Consolidated Financial Statements 
December 31, 1986, 1985 and 198k
A—Summary of Accounting Policies
Principles of Consolidation. The consolidated financial statements include the accounts of the
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Company and its majority-owned subsidiaries. All significant intercompany transactions and accounts 
have been eliminated in consolidation. As discussed in Notes B and C, the Company’s previously issued 
financial statements have been restated for a 1986 pooling of interests acquisition and to reflect a change 
to the equity method of reporting the operations of certain of the Company’s polyurethane foam plants 
which were sold to a related partnership in 1986. The change to the equity method for these operations 
has no effect on previously reported net earnings, earnings per share or shareholders’ equity.
• • • •
B—Acquisitions
In May 1986, the Company acquired all of the outstanding capital stock of MPI, Inc., a privately 
owned manufacturer of bonded carpet cushioning and polyurethane foam products, in exchange for 
1,043,393 shares of the Company’s common stock. The acquisition has been accounted for as a pooling of 
interests and, accordingly, the accompanying consolidated financial statements for periods prior to the 
date of acquisition have been restated to reflect the accounts and operations of MPI. Separate results of 
operations of the Company and MPI for periods prior to the acquisition are as follows:
Three months ended
(000’s, except per March 31, 1986 Year ended December 31,
share data) _____________________________(unaudited)____________ 1985_________1984
Net Sales:
Leggett & Platt (1).............................. $126,294 $454,432 $396,735
M P I....................................................... 12,809 46,228 50,624
Combined .................................... $139,103 $500,660 $447,359
Net Earnings:
Leggett & Platt
(as previously reported).................... $ 7,147 $ 23,994 $ 20,771
MPI (2)................................................ 793 2,475 4,041
$ 7,940 $ 26,469 $ 24,812
Net Earnings per Share:
Primary
As previously reported.................. $ .46 $ 1.76 $ 1.52
As restated...................................... .48 1.80 1.69
Fully diluted
As previously reported.................. .46 1.63 1.43
As restated...................................... .47 1.68 1.58
(1) As restated for the change to the equity method of reporting certain operations discussed in 
Note C.
(2) Prior to May 1986, MPI had elected to be taxed as an S Corporation and, therefore, federal 
income taxes were assessed to the shareholders. For purposes of the consolidated financial statements, 
federal income taxes have been provided on the earnings of MPI at the rates which would have been 
applicable had such earnings been taxed to MPI.
• • • •
OTHER CHANGES
CALMAT CO.
Notes to Consolidated Financial Statements 
1. Summary of Significant Accounting Policies:
Principles o f Consolidation. The consolidated financial statements include the accounts of CalMat 
Co. (“the Company”) and all of its subsidiaries except CalMat Properties Co., a wholly owned real estate 
subsidiary, which is accounted for by the equity method. Industrial Asphalt, a Joint Venture (“Indust­
rial Asphalt”) became wholly owned on December 31, 1986 with the acquisition by the Company of the 
remaining 50% ownership (Note 2). As a result, and to more clearly reflect the Company’s consolidated 
financial position, results of operations and changes in financial position, the accounts of Industrial 
Asphalt have been consolidated for 1986 and 1985. The minority interest results primarily from the
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outside ownership in Industrial Asphalt. Ownership in Industrial Asphalt in 1984 is accounted for using 
the equity method since the Company only owned a 25% interest during that year.
Costs in  Excess of Net Assets of Subsidiaries. Costs in excess of the fair value of net assets of 
purchased subsidiaries are amortized on a straight-line basis over periods not exceeding 40 years.
•  •  •  •
2. Acquisitions:
On December 31, 1986 Industrial Asphalt became wholly owned when the Company acquired the 
remaining 50% interest for $46,000,000. Industrial Asphalt is engaged in the manufacture and sale of 
asphalt paving materials. The acquisition has been accounted for as a purchase and the cost in excess of 
the fair value of net assets acquired of approximately $20,000,000, is being amortized on a straight-line 
basis over 40 years.
On December 30, 1986 the Company acquired Allied Concrete and Materials Co. and its wholly 
owned subsidiary (Allied) for approximately $14,000,000. Allied is engaged in the mining and sale of 
aggregates and the manufacture and sale of ready mixed concrete. The acquisition was accounted for as 
a purchase and the cost in excess of the fair value of net assets acquired of approximately $1,800,000 is 
being amortized on a straight-line basis over 40 years.
The following unaudited consolidated pro forma information shows the results of the Company’s 
operations for the years ended December 31, 1986 and 1985 as though the purchase of Industrial Asphalt 
and Allied had been made at the beginning of each period presented.
(Amounts in thousands except per share data)
Years ended December 31, 
1986 1985
Total revenues $648,904 $610,552
Net income 51,677 45,908
Net income per common share $ 1.69 $ 1.52
The pro forma results of operations are not necessarily indicative of the actual results of operations 
that would have occurred had the purchase been made at the beginning of the respective periods, or of 
results which may occur in the future.
FOREST CITY ENTERPRISES, INC. AND CONSOLIDATED SUBSIDIARIES 
Notes to Consolidated Financial Statements
(Dollar amounts in thousands except those stated on a per share basis)
A. Summary of Significant Accounting Policies
• • • •
2. Principles of Consolidation.
• • • •
Effective February 1, 1985 the Company transferred its Real Estate Services Division, which 
manages rental properties, and Forest City Capital Corporation, which arranges financing for rental 
property projects (both previously consolidated), to its wholly-owned unconsolidated Rental Properties 
subsidiary. As a result of these transfers, all aspects of the development, financing, leasing and 
management of owned rental real estate are reported by Rental Properties. The consolidated financial 
statements of the Company and of Rental Properties have been restated for all periods reported herein 
to reflect this change in the reporting entities from a consolidated basis to the equity method of 
accounting. The restatement for this change has no effect on the net earnings and shareholders’ equity 
of the Company and the effect on total assets and total revenues is not significant. Earnings before 
equity in earnings of unconsolidated subsidiaries has been decreased by $682, $431 and $557 for the 
years ended January 31, 1986, 1985 and 1984, respectively, and the equity in net operating earnings of 
Rental Properties has been increased by corresponding amounts in those years.
• • • •
GRAHAM-McCORMICK OIL & GAS PARTNERSHIP AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
Note 1—Organization and Summary of Significant Accounting Policies:
• • • •
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Public Oil & Gas Programs. MEC and MEI have held interests in certain oil and gas partnerships 
(hereinafter referred to as the “Oil & Gas Programs”) as both general partner and limited partner. 
Effective October 1, 1985, the Partnership, through MEI and MEC, changed the method of accounting 
for its investment in Oil & Gas Programs from the equity method to the proportionate consolidation 
method, whereby it recognizes its proportionate share of individual components of the revenue, 
expenses and net assets of the Oil & Gas Programs. This change was made to more clearly reflect the 
results of operations and financial condition attributable to the Partnership’s total oil and gas activities. 
The financial statements and disclosures for all prior periods presented herein have been restated to 
reflect this change in method. The change had no effect on either net income (loss) or net income (loss) 
per share or Unit for any period. The effects of this change were to recognize the individual components 
of the Partnership’s equity in income or loss of the Oil & Gas Programs for each year presented and to 
reclassify the Partnership’s investment in these Programs into oil and gas properties.
• • • •
IOWA SOUTHERN INC.
Notes to Consolidated Financial Statements
Summary of Significant Accounting Policies
Corporate Restructuring and Principles of Consolidation. During 1986 the shareholders of Iowa 
Southern Utilities Company approved the formation of a holding company, Iowa Southern Inc. Each 
common shareholder of the utility company received two shares of holding company stock in exchange 
for each share of utility company stock held. As of June 1, 1986, the utility company became a 
wholly-owned subsidiary of Iowa Southern Inc.
The consolidated financial statements include the accounts of Iowa Southern Inc. and its only 
subsidiary, Iowa Southern Utilities Company, after elimination of significant intercompany accounts 
and transactions. Prior years’ financial statements and footnotes have been restated and presented on a 
consolidated basis.
The utility company’s investments in non-utility property are Sidco Inc., SIRCO, INCORPO­
RATED, Southern Iowa Manufacturing Company, Terra Comfort Corporation and the Unitrain 
Services partnership. These investments are accounted for using the equity method and their results of 
operations are included in other income. Undistributed earnings were $1,485,000 as of December 31, 
1986. In January 1987 ownership of these investments was transferred by the utility company to the 
holding company.
• • • •
MARINE MIDLAND BANKS, INC.
Notes to Financial Statements
Note 22. Investment in Associated Company
In September 1986, the Corporation sold 51% of its equity investment in its wholly owned 
subsidiary, CM&M Group, Inc. (CM&M), to The Hong Kong and Shanghai Banking Corporation at book 
value which approximated fair value. CM&M, previously consolidated with the financial statements of 
the Corporation, is now accounted for using the equity method. The consolidated financial statements of 
prior years have been restated to reflect the Corporation’s equity investment in CM&M. This restate­
ment had no effect on previously reported net income. The following is summarized financial informa­
tion for CM&M.
December 31 1986 1985
Assets
in thousands
$3,235,640 $1,390,868
Liabilities 3,122,621 1,318,243
Equity 113,019 72,625
Net income 3,336 2,247
The Corporation’s proportionate share of equity in CM&M was $55,375,000 and $72,625,000 at 
December 31, 1986 and 1985, respectively. The Corporation’s proportionate share of net income, which 
consists of 100% of CM&M’s net income up to the date of the 51% sale of the Corporation’s investment 
and 49% of their net income thereafter, was $3,932,000 and $2,247,000 for 1986 and 1985, respectively.
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J.C. PENNEY COMPANY, INC. AND CONSOLIDATED SUBSIDIARIES 
Financial Review
Summary of Accounting Policies
• • • •
Basis of Consolidation. The accounts of J.C. Penney Financial Corporation (Financial), a wholly 
owned subsidiary whose primary activity is to finance the Company’s operations, are, for the first time, 
included in the Company's consolidated financial statements in order to more appropriately reflect the 
financial structure of the Company. Prior to 1985, Financial was presented as an unconsolidated 
subsidiary accounted for by the equity method and its income before income taxes was included as a 
reduction of interest expense. This change had no effect on the Company’s Statement of Income; 
however, the Balance Sheet and the Statement of Changes in Financial Position have been retroactively 
restated. For a more detailed description of Financial, refer to its 1985 annual report, which is available 
upon request.
The consolidated financial statements present the results of J.C. Penney Company, Inc. and its 
subsidiaries except for the insurance operations, the bank, and real estate development operations, 
which are accounted for by the equity method. The combined income of these unconsolidated operations 
is included as a single item in the Statement of Income. Intercompany items and transactions have been 
eliminated in consolidation.
• • • •
PIONEER HI-BRED INTERNATIONAL, INC. AND CONSOLIDATED SUBSIDIARIES 
Notes to Consolidated Financial Statements
Note 1. Significant Accounting Policies
Consolidation Policy and Change in Reporting Entity. During the year ended August 31, 1986, 
the Company adopted the policy of including its previously unconsolidated foreign subsidiaries, all of 
which have a year end other than August 31, on a consolidated basis to better reflect financial position 
and operating results of the Company as a whole. The change in consolidation policy had the effect of 
increasing previously reported net sales by $33,079,000 and $27,804,000 for the years ended August 31, 
1985 and 1984, respectively. This change had no effect on net income for the year ended August 31, 1986, 
or previously reported net income. All significant intercompany balances and transactions have been 
eliminated in consolidation.
The Company accounts for its investment in one domestic subsidiary, which does not constitute a 
significant subsidiary, by the equity method.
• • • •
THE TURNER CORPORATION AND ITS SUBSIDIARIES 
Notes to Consolidated Financial Statements
• • • •
Statement of Accounting Policies
Consolidation. The financial statements include the accounts of The Turner Corporation and its 
majority owned subsidiaries (“the company”). The company’s investments in affiliated companies are 
accounted for by the equity method and are reported in the balance sheet caption, “Investment in 
affiliated companies.” All intercompany transactions are eliminated, and excess cost over underlying 
net assets at the date of investment is being amortized over a 40-year period. The company’s share of 
affiliate net income is reported in the consolidated statement of income and retained earnings caption, 
“Other income, net.”
Prior to June 30, 1985, majority-owned real estate joint ventures were accounted for using the 
equity method. Prior period financial statements have been restated to reflect the change. The change 
had no effect on net income or earnings per share for any period.
• • • •
1. Investment in A ir Cargo Facility. As of December 31, 1986, the company retained 100% 
ownership of the Rickenbacker air cargo handling facility. Previously the company’s investment in the 
facility had been accounted for under the equity method. Accordingly, the gross earnings, general and 
administrative expenses and taxes on income in respect of the facility and certain related projects have 
been consolidated and restated on a consolidated basis in each of the four quarters of 1986. The 
restatement has no effect on net income as reported in each quarter.
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V
CHANGE IN AN ESTIMATE
APB Opinion 20 requires the effect of a change in an estimate to be reported in (1) the period of 
change, if the change affects that period only or (2) the period of change and future periods, if the 
change affects both. The effect of a change that affects several future periods is required to be 
disclosed in the manner described in paragraph 33 of APB Opinion 20, which states:
Disclosure
.132 The effect on income before extraordinary items, net income and related per share 
amounts of the current period shall be disclosed for a change in estimate that affects several future 
periods, such as a change in service lives of depreciable assets or actuarial assumptions affecting 
pension costs. Disclosure of the effect on those income statement amounts is not necessary for 
estimates made each period in the ordinary course of accounting for items such as uncollectible 
accounts or inventory obsolescence; however, disclosure is recommended if the effect of a change in 
the estimate is material [APB Opinion 20, ¶33].
Thirty-eight examples are presented below of the reporting of changes in estimates. The 
examples are classified by the type of estimate changed.
CONTRACTS
HALIFAX ENGINEERING, INC.
Notes to Consolidated Financial Statements 
For the Years Ended March 31, 1986, 1985 and 1984.
Note 2—Accounts Receivable
•  •  •  •
Changes in estimates of profits on long-term contracts reduced income from continuing operations 
by approximately $200,000 in the quarter ended March 31, 1986, primarily as a result of a determination 
that a large facilities contract had expanded well beyond its original scope, requiring reprocurement 
rather than exercise of the government’s renewal option.
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LITTON INDUSTRIES, INC.
Notes to Consolidated Financial Statements
Note A: Significant Accounting Policies
•  •  •  •
Inventories and Long-term Contracts. Inventories of raw materials are generally stated at the 
lower of cost (first-in, first-out method) or market. Work in process and finished goods are stated at 
average cost. General and administrative costs are allocated to and included in the work in process 
inventory of the Marine Engineering and Production segment and certain divisions of the Advanced 
Electronics segment. Otherwise, general and administrative costs are expensed as incurred.
Revenues and profits on long-term contracts are recorded under the percentage-of-completion 
method of accounting. Major contracts for complex weapons and defense systems are performed over 
extended periods of time and are subject to changes in scope of work and delivery schedules. Total 
revenues on these contracts are necessarily estimated while the changes are being negotiated and their 
impact assessed. Any anticipated losses on contracts are charged to operations as soon as they are 
determinable.
•  •  •  •
Note K: Business Segment Reporting
•  •  •  •
The 1986 Industrial Systems and Services operating loss includes a $110 million charge for a 
write-down of resource exploration services net operating assets. See Note J. The 1986 Advanced 
Electronics operating profit includes a $49 million charge to operations related to the effect of changes in 
the estimates of completion of a long-term contract and a charge for payments to the U.S. Government 
of $17.2 million in connection with legal proceedings related to price submissions. See Note I. Advanced 
Electronics sales include $100 million, $99 million and $68 million in intersegment sales for fiscal 1986, 
1985 and 1984, respectively. Intersegment sales included in the sales of the other segments are not 
significant. Sales between geographic areas and export sales are not material. All internal sales and 
transfers are based on negotiated prices.
•  •  •  •
M/A-COM, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
Note 1—Summary of Significant Accounting Policies:
•  •  •  •
Revenue Recognition. Revenue is recognized generally when a product is shipped and services are 
performed. Long-term contracts are accounted for using the percentage-of-completion method, where­
by revenue and gross margin are recognized throughout the performance period of the contract. The 
effect of changes in estimates of total contract costs are recorded currently. If estimates of cost indicate 
a loss, provision is made currently for the total loss anticipated.
•  •  •  •
Note 2—Restructuring Activities and Unusual Items:
•  •  •  •
Restructuring Costs and Unusual Items. Restructuring costs and unusual items included in 
continuing operations were provided in the second quarter of 1986 and amounted to $49.7 million or 
$0.67 per share. Included in this amount are estimated charges of $32.0 million or $0.43 per share 
relating to the divestiture of certain product lines and the estimated costs associated with the planned 
disposition of certain assets and other restructuring decisions. In the fourth quarter of fiscal 1986, the 
Company decided to consolidate its commercial telecommunications manufacturing activity. The impact 
of this decision was offset by favorable changes in second quarter estimates of loss on the divestiture of 
certain minor product lines.
In addition, as a result of an intensive evaluation of the status of certain large and technically 
complex programs, a provision of $17.7 million or $0.24 per share was made in the second quarter to 
reflect current and anticipated losses on these programs resulting from changes in estimates of 
anticipated costs and revenues.
•  •  •  •
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Note 15—Financial Information by Business Segments and Geographic Areas:
The Company operates primarily in two strategic operating segments: Component Products and 
Integrated Digital Communication (IDC) Products. These operations are located primarily in the 
United States and Europe. The IDC segment includes the M/A-COM MAC Division which had 
previously been reported as part of the Cable/Home Communications segment.
Business Segments (in thousands) 1986 1985 1984
Net Sales
Component P roducts........................................................ $369,392 $323,422 $276,432
Integrated Digital Communications................................ 218,735 244,719 215,520
Elim inations...................................................................... (10,658) (25,204) (14,262)
Consolidated net sales....................................................... $577,469 $542,937 $477,690
Operating Profit (Loss)
Component P roducts........................................................ $ 42,985 $ 42,521 $ 89,553
Integrated Digital Communications................................ (24,169) 23,356 21,097
Elim inations...................................................................... (249) (1,462) (370)
Operating profit............................................................. 18,567 64,415 60,280
General corporate expense............................................... (17,996) (11,673) (15,042)
Restructuring costs................................................. ......... (31,982) — —
Interest, n e t...................................................................... (7,289) (2,582) (658)
Income (loss) from continuing operations 
before income taxes............................................. ......... $ (38,700) $ 50,160 $ 44,580
Identifiable Assets
Component P roducts........................................................ $287,888 $283,556 $242,313
Integrated Digital Communications................................ 241,684 283,805 227,919
General corporate assets....................................... 305,787 86,220 85,775
Net assets of discontinued operations............................ 59,225 217,779 186,183
Total.................................................................................... $894,584 $871,360 $742,190
Additions to Plant Assets
Component P roducts........................................................ $ 28,945 $ 31,993 $ 35,323
Integrated Digital Communications................................ 12,129 28,359 21,653
Corporate ................................................................ ......... 71 116 280
T o ta l......................................................................... ......... $ 41,145 $ 60,468 $ 57,256
Depreciation Expense
Component P roducts........................................................ $ 19,595 $ 16,912 $ 13,618
Integrated Digital Communications...................... ......... 14,470 12,565 8,952
Corporate .......................................................................... 304 320 246
T o ta l........................................................................ .......... $ 34,369 $ 29,797 $ 22,816
Operating profit represents net sales less all identifiable operating expenses. General corporate 
expense, interest income, interest expense and income taxes are excluded from segment operations and 
geographic area operating data. Transfers between business segments and geographic areas are 
eliminated. Such transfers are generally at inventory cost of the selling location plus a margin. The IDC 
segment operating loss for 1986 includes unusual operating charges approximating $17 million resulting 
from changes in estim ates of anticipated costs and revenues on certain large and technically complex 
programs. The 1986 restructuring charges are excluded from the segment and geographic area operat­
ing profits (losses). These m atters are more fully discussed in Note 2. Approximately $5.4 million and 
$24.8 million of the restructuring costs relate to the Component Products and IDC segments, respec­
tively. The general corporate assets are principally cash and marketable securities. United States sales 
as reported in geographic area data includes export sales of $56,227,000, $40,186,000 and $43,187,000 in 
1986, 1985 and 1984, respectively.
The largest single customer of the Company is the United States Government and its agencies 
(primarily the Department of Defense), whose direct purchases accounted for 17% of consolidated sales 
in 1986 (19% in 1985 and 16% in 1984) of which 6% (5% in 1985 and 1984) were from the Component 
Products segment and 11% (14% in 1985 and 11% in 1984) were from the IDC segment. In addition, 
United States Government subcontract sales approximated 32% (29% in 1985 and 1984) of consolidated 
sales.
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Geographic Areas (in thousands) 1986 1985 1984
Net Sales
United States..................................................................... $535,013 $508,755 $441,650
E urope............................................................................... 58,804 51,266 55,150
Eliminations...................................................................... (16,348) (17,084) (19,110)
Consolidated net sales....................................................... $577,469 $542,937 $477,690
Operating Profit
United States..................................................................... $ 15,988 $ 63,267 $ 59,387
E urope............................................................................... 2,641 1,960 960
Eliminations...................................................................... (62) (812) (67)
Operating profit.................................................... ......... 18,567 64,415 60,280
General corporate expense...................................... ......... (17,996) (11,673) (15,042)
Restructuring costs................................................. ......... (31,982) — —
Interest, n e t ...................................................................... (7,289) (2,582) (658)
Income (loss) from continuing operations 
before income taxes....................................................... $ (38,700) $ 50,160 $ 44,580
Identifiable Assets
United States..................................................................... $494,342 $530,863 $432,871
E urope............................................................................... 35,230 36,498 37,361
General corporate assets........................................ ......... 305,787 86,220 85,775
Net assets of discontinued operations............................ 59,225 217,779 186,183
T ota l......................................................................... ......... $894,584 $871,360 $742,190
MISSOURI RESEARCH LABORATORIES, INC.
Notes to Financial Statements
Note A—Accounting Policies 
Inventories.
• • • •
Revisions in estimated contract profits are made in the year in which circumstances requiring the 
revision become known. The effect of changes in estimates of contract profits was to increase net 
earnings of 1984 by approximately $142,000 ($.06 per share) from that which would have been reported 
had the revised estimate been used as a basis of recognition of contract profits in the preceding year.
• • • •
Note K—Year-end Adjustments
• • • •
Net earnings from continuing operations for the three months ended January 31, 1985 were 
increased by approximately $40,000 ($.02 per share) as a result of changes in estimates of contract 
profits and by approximately $90,000 ($.04 per share) as a result of changes in the effective tax rate.
Net earnings for the three months ended January 31, 1984 were increased by $166,000 ($.08 per 
share) as a result of both the successful negotiation of claims and changes in estimated completion costs 
relative to certain contracts. Net earnings were also increased by $24,000 ($.01 per share) for year-end 
adjustments to inventories.
DISPOSAL OF FACILITIES
THE ARMSTRONG RUBBER COMPANY 
Notes to Consolidated Financial Statements 
September 30, 1986
Note M—Other Income
In 1985 the Company transferred to an insurer its obligation to fund vested pension benefits 
accrued in a prior year in connection with a plant closing by purchasing annuity contracts. The resulting
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change in the estimate for plant closing costs of approximately $7,400,000 is included in other income. 
Also included in other income in 1985 is a gain of $3,300,000 from the sale of a warehouse.
Quarterly Financial Data
Unaudited (Dollars in Thousands, Except Per Share Amounts)
Summarized quarterly financial data follow:
Year ended First Second Third Fourth
September 30, 1986 Quarter Quarter Quarter Quarter
Net sales.......................................  $202,102 $185,781 $203,489 $208,764
Gross margin................................ 40,592 37,461 40,180 41,385
Net income (loss).........................  2,781 1,160 (44,287) 2,738
Net income Goss)
per common share.................... .............$ .26_________$ .11________$(4.39)__________$ .26
Year ended
September 30, 1985________________________________________________________________
Net sales.......................................  $169,789 $187,836 $210,248 $199,971
Gross margin................................ 32,677 39,003 38,318 36,890
Net income.................................... 7,412 2,534 2,250 3,830
Net income per
common share........................................$ .76_________$ .21__________$ .20_________ $ .35
Notes
In the third quarter of the 1986 fiscal year the Company made a provision for restructuring in the 
amount of $67,400,000 ($47,100,000 net of tax benefits). Also during the 1986 fiscal year the Company 
adopted Financial Accounting Standards Board Statement No. 87, “Employers’ Accounting for Pen­
sions.” Provisions of Statement No. 87 which deal with measurement of pension expense had the effect 
of decreasing the net loss by approximately $5,700,000 ($.55 per share).
Net income in the fourth quarter of 1985 includes a gain of $3,700,000 ($.35 per share) from a change 
in estimate for prior year plant closing costs. Net income in the first quarter of 1985 includes a gain of 
$2,300,000 ($.22 per share) from the sale of a warehouse.
ASARCO INCORPORATED 
Notes to Financial Statements
2. Unusual Items (in millions)
Fourth quarter 1985 operating results were charged with $4.5 for the permanent shutdown in 1986 
of the Company’s zinc oxide plant in Columbus, Ohio. Operating results for 1984 include total unusual 
charges of $276.0, partially offset by a credit of $22.0 from changes to estimated costs for previous plant 
closings. The 1984 unusual charges include costs associated with the permanent shutdown of the 
Company’s Tacoma, Washington, copper smelter; the write-down and indefinite suspension of opera­
tions at the Company’s Corpus Christi, Texas, zinc plant and write-down of related zinc fuming and zinc 
oxide facilities at other plants; the write-off and future holding costs of the Sacaton underground copper 
mine in Arizona; the write-down of the Company’s 25% interest in the Little River joint venture, which 
owns a Canadian lead-zinc mine; the permanent closing of a metal recycling plant in Houston, Texas, of 
Federated Metals Corporation, a wholly owned subsidiary; and the write-down of oil and gas assets.
MERET, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements 
July 27, 1986
Note L—Change in Estimate of Previously Discontinued Operations
During the fourth quarter of fiscal year 1984, the Company recorded a $1,067,000 provision for loss 
on the disposal of G. D. Ritzy’s (Ritzy’s) restaurants, which included a $150,000 provision for accrued
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restaurant closing costs. During the year ended July 28, 1985, the Company recorded an additional 
provision for loss on disposal of its remaining Ritzy’s assets of $1,173,000. This additional provision 
resulted from an unexpected deterioration in the value of restaurant sites, buildings and equipment in 
the Company’s former market areas.
The provision for loss from discontinued operations at July27, 1986 ($365,000), principally relates to 
the Company’s estimate of the additional future cost of settling remaining restaurant related lease 
obligations in effect at July 27, 1986.
Net sales and revenue from discontinued operations amounted to $408,000, $5,812,000 and 
$5,442,000 in 1986, 1985 and 1984, respectively.
PLANTRONICS, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
Years Ended June 28, 1986, June 29, 1985, and June 2, 198k
Note 7. Acquisition, Disposition, Revaluation and Restructuring
• • • •
Telecommunications Product Line Restructuring. In 1984, Plantronics, Inc. was in the process of 
restructuring its telecommunications product line. In order to record the assets affected by the 
restructuring at net realizable value and recognize related liabilities, Plantronics, Inc. recorded a loss 
provision of $7,869,000 that year. The adjusted property, plant and equipment balances were reclassi­
fied to other current assets. The estimated loss during the phase-out period was classified in accrued 
liabilities. During 1985, the restructuring was completed and certain operations were continued. This 
resulted in a change of estimate and the reversal of $332,000 of reserves.
INCOME TAXES
A. H. BELO CORPORATION AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 
December 31, 1986
10. Quarterly Results of Operations (Unaudited)
Following is a summary of the unaudited quarterly results of operations for 1986 and 1985 (in 
thousands, except per share amounts):
First
Quarter
Second
Quarter
Third
Quarter
Fourth 
Quarter (B)
1986
Net operating revenues $90,161 $104,877 $94,054 $108,141
Earnings from operations 12,532 25,208 15,020 24,990
Earnings before extraordinary item 1,602 7,589 2,979 20,864 (A)
Extraordinary item — — — (12,766)
Net earnings 1,602 7,589 2,979 8,098
Earnings per share:
Earnings before extraordinary item .14 .66 .27 1.91 (A)
Extraordinary item — — — (1.17)
Net earnings .14 .66 .27 .74
1985
Net operating revenues $85,652 $100,990 $90,904 $107,605
Earnings from operations 14,578 26,230 16,205 27,529
Net earnings 2,385 8,132 3,462 9,839
Earnings per share .21 .70 .30 .85
(A) Included in earnings before extraordinary item and the related earnings per share in the 
fourth quarter of 1986 is a nonrecurring gain from the sale of two of the Company’s radio stations. 
Earnings before extraordinary item and the related earnings per share for the fourth quarter excluding 
this nonrecurring gain would have been as follows: Earnings before extraordinary item—$7,018,000; 
earnings per share before extraordinary item—$0.64.
(B) In October of 1986, the Tax Reform Act of 1986 was enacted, therefore retroactively reducing 
in the fourth quarter the amount of investment tax credits that the Company would otherwise have been 
able to utilize in the computation of tax expense. For the year ending December 31, 1986, the Company 
estimates that this change in the tax law increased tax expense by approximately $1.5 million.
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CHEMICAL NEW YORK CORPORATION AND SUBSIDIARIES
Notes to Financial Statements
Note 6—Income Taxes
The components of income taxes were as follows:
(in thousands) 1986 1985 1984
Current:
Federal $ 2,595 $ 1,303 $ 3,085
State and local 12,328 6,999 17,471
Foreign 56,561 61,623 37,333
71,484 69,925 57,889
Deferred:
Federal 14,270 80,055 (11,713)
State and local 14,580 (21,054) 3,922
Foreign (15,366) (8,553) 11,557
13,484 50,448 3,766
Foreign currency translation adjustment 3,412 15,444 (15,412)
Total income tax expense $88,380 $135,817 $46,243
Although not affecting the total expense, tax expenses for 1985 are distributed between current 
and deferred amounts differently from the disclosure in the 1985 Annual Report due to changes in 
estimates of the amount and timing of certain income, deductions and credits.
• • • •
CROWN AMERICA, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
Note G—Income Taxes
• • • •
The reasons for the differences between total tax expense and the amount computed by applying 
the statutory Federal income tax rate to income before income taxes are as follows:
Year Ended August 31 
1986 1985 1984
Statutory percentage of pre-tax income $1,260,076 $310,280 $1,295,802
State income taxes, net of Federal tax effect 
Effect of goodwill amortization not
42,733 21,585 91,270
deductible for income taxes 
Effect of foreign income taxed at
33,179 19,265 (21,752)
lower rates
Effect of reversal of deferred taxes 
on undistributed earnings of the
(148,725) (41,596) -0-
Company’s DISC
Effects of the FSC deferral and DISC
-0- -0- (476,144)
dividends net of commissions 
Revenue agent’s adjustment related to
(71,465) 23,937 -0-
prior year DISC commission adjustment 
Change in estimate of foreign
-0- 178,460 -0-
deferred taxes provided -0- (244,857) -0-
Net operating loss of foreign subsidiary -0- 105,575 -0-
Investment tax (credit) net of recapture (5,010) (46,684) (141,655)
Surtax exemption -0- (20,250) (20,250)
Other 2,673 (29,572) (114,277)
$1,113,461 $276,143 $ 612,994
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The principal components of deferred tax expense (credit) are as follows:
1986 1985 1984
Accelerated bad debt deductions $ (33,589) $ 26,500 $ -0-
Deferred interest income 99,587 38,800 -0-
Accelerated tax depreciation (39,400) 114,814 149,815
Deferred taxes on foreign income 403,829 (6,932) 434,779
Deferred profit on export sales -0- -0- (476,144)
Other (21,708) 23,925 (17,362)
$408,719 $197,107 $ 91,088
In 1985, the Company determined that foreign deferred income taxes of $245,000 had been over 
provided in prior years. This change in estimate, which was based on the best available information in 
prior years, was recorded in the fourth quarter of 1985.
• • • •
Unaudited Quarterly Data
• • • •
In 1985, the Company determined that foreign deferred income taxes of $245,000 had been over 
provided in prior years. This change in estimate, which was based on the best available information in 
prior years, has been recorded in the fourth quarter.
• • • •
DUAL-LITE, INC. AND SUBSIDIARIES
Notes to Financial Statements
Note E—Income Taxes
The provision (benefit) for income taxes on continuing operations for the years ended June 30, 1986, 
1985, and 1984, consists of the following (in thousands):
Current
Federal
State
Charge in lieu of 
Federal 
State
1986 1985 1984
$ (39) 
(86)
$ 846 $470
245 107 _____
$1,091 $577 $(125)
The Federal and state tax benefits aggregating $125,000 in fiscal 1984 result from changes in 
estimated liabilities arising from examination of prior years’ tax returns.
• • • •
FAIRCHILD INDUSTRIES, INC. AND CONSOLIDATED SUBSIDIARIES 
Notes to Financial Statements
Note 6. Income Taxes
In accordance with Accounting Principles Board Opinion 11 the net tax provision (benefit) has been 
allocated among income from continuing operations and loss from discontinued operations. The net tax 
benefit and the various components are summarized below (in thousands):
Year Ended Dec. 31______________________________ 1986__________ 1985__________ 1984_____
Continuing Operations:
Current:
Federal $ 3,604 $ 27,048 $ 3,289
State (47) 1,894 751
Foreign _____ 952 _____ 180 _____ 613
4,509 29,122 4,653
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Year Ended Dec. 31 1986 1985 1984
Deferred:
Federal 960 (27,456) 4,044
State 788 (1,099) 581
1,748 (28,555) 4,625
Total provision on continuing operations 6,257 567 9,278
Discontinued Operations: 
Current:
Federal (16,816) (42,510) 10,112
State (3,125) (3,753) 2,343
Foreign 279 439 154
(19,662) (45,824) 12,609
Deferred:
Federal (960) (51,957) (28,236)
State (588) (10,552) (4,391)
(1,548) (62,509) (32,627)
Total benefit from discontinued operations (21,210) (108,333) (20,018)
Net tax benefit $ (14,953) $(107,766) $ (10,740)
The 1985 net tax benefit represents the portion of the tax effect of the net pre-tax loss from 
continuing and discontinued operations realizable by carryback of losses to offset taxable income in 
prior years and recover taxes previously paid.
The 1986 net tax benefit is the result of reversing $14,000,000 of federal income taxes previously 
provided due to a change in the estimate of required tax accruals and additional state tax refunds of 
$3,661,000 resulting from losses recorded in 1985 offset primarily by state and foreign tax provisions.
At December 31, 1986, the Company had unused net operation loss carry forwards of approximate­
ly $55,800,000 and unused tax credit carry forwards of approximately $12,400,000 for financial report­
ing purposes. The credit carry forwards expire in the years 1999 to 2001. The 15-year expiration period 
for net operating loss carry forwards will begin if and when the Company is in a net operating loss carry 
forward position for tax purposes.
LIVES OF ASSETS
ALLEGHENY BEVERAGE CORPORATION AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
Note E—Change in Estimates
The estimated useful life of vending equipment was extended, based on experience and to conform 
to Servomation’s asset lives, from 8 to 10 years, effective April 1, 1985. Extending the useful life 
reduced depreciation expense in fiscal 1986 by $2,250,000 and increased net income from continuing 
operations $1,193,000, or $. 17 per common and common equivalent share on a primary basis and $. 12 on 
a fully diluted basis.
The estimated lives of location acquisition costs and the associated goodwill for all acquisitions 
made between January 31, 1981 and March 31, 1985 were either extended or shortened based upon the 
past and future economic benefits to be derived from each acquisition. This change in estimate was 
effective December29, 1985 and resulted in reduced amortization expense of $557,000 and increased net 
income from continuing operations by $295,000, or $.04 per common and common equivalent share on a 
primary basis and $.03 on a fully diluted basis.
AMR CORPORATION
Notes to Financial Statements
1. Depreciation
As a result of a comprehensive review of its fleet plan, effective January 1, 1986, American changed 
the estimated useful lives of its Boeing 727-200 and McDonnell Douglas DC-10 aircraft and engines to 
reflect common retirement dates of December 31 , 1994 and 1999, respectively. The estimated residual 
value for these aircraft and engines was also changed from 10% to 5%. The effect of these changes was to 
decrease depreciation expense for 1986 by approximately $42,000,000.
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BANISTER CONTINENTAL LTD. 
Consolidated Financial Statements 
December 31, 1986, 1985, and 1984
5. Fixed Assets
The cost and net book value of fixed assets (in thousands) are as follows:
Cost Net Book Value
1986 1985 1986 1985
Land and buildings.......................  $ 8,492 $ 7,807 $ 6,905 $ 6,415
Construction equipment..............  51,887 56,756 25,227 26,516
O ther............................................  1,580 1,465 532 476
$61,959 $66,028 $32,664 $33,407
As a result of a review made in the fourth quarter of 1986, the Corporation reduced its estimate of 
the useful remaining lives of certain older pieces of construction equipment. The effect of this change in 
estimate was to increase depreciation expense by $1,030,000.
CALNY, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
Fiscal Years Ended February 25, 1986, February 23, 1985 and February 25, 1984
Note A—General and Summary of Significant Accounting Policies
• • • •
Change in Estimated Lives of Operating Equipment. Effective February 24, 1985, the Company 
extended the depreciable lives of operating equipment from 5 years to 10 years to more closely 
approximate the economic lives of these assets. The effect of this change in estimate was to increase net 
income for fiscal 1986 by $223,500 or $.05 per share.
• • • •
THE FEDERAL COMPANY AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 
For the Five Fiscal Years Ended May 31, 1986 
(Dollars in thousands, except where otherwise noted)
1. Summary of Accounting Policies:
• • • •
Depreciation and Maintenance Policies.
• • • •
On July 23, 1986, the Board of Directors approved a change in the estimated useful lives of the 
Company’s property and equipment and the method of calculating depreciation for those assets. For 
assets acquired subsequent to May 31, 1986, depreciation will be calculated by the straight-line method 
with estimated useful lives generally of 33 years for buildings and improvements, 12 years for machin­
ery and equipment and 7 years for transportation equipment. The undepreciated balances of assets 
acquired prior to May 31, 1986 will be depreciated by the straight-line method over their estimated 
remaining useful lives of 15 years for buildings and improvements, 7 years for machinery and equipment 
and 4 years for transportation equipment. These changes were adopted to make the Company’s 
depreciation policies more comparable to industry practices.
The estimated effect of this change, to be adopted in the fiscal year ended May 30, 1987, will be to 
increase net earnings by approximately $14,000 or $.86 per share.
• • • •
THE FLAGLER BANK CORPORATION AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
Note 7—Premises and Equipment
Premises and equipment (in thousands) are summarized as follows:
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_______December 31
_______________________________________________________________ 1986_________1985
Land ...........................................................................................................  $ 1,236 $ 1,236
Buildings and improvements.......................................................................... 3,450 2,705
Furniture and equipment................................................................................  5,226 4,326
Leasehold improvements................................................................................ 3,008 2,335
Construction in progress............................................................................ ..........36_ 328
12,956 10,930
Less allowances for depreciation and amortization.....................................  3,647 2,554
$ 9,309 $ 8,376
During 1986, the Bank changed its estimate of the useful lives of certain depreciable assets, 
effective January 1, 1986. The effect of this change was to decrease depreciation expense by approx­
imately $135,000 during 1986, which resulted in an increase in net income of approximately $73,000, or 
$.04 per share. Depreciation expense related to premises and equipment for 1986, 1985, and 1984 was 
$1,105,000, $811,000, and $577,000, respectively.
Total maintenance and repairs related to premises and equipment, including maintenance con­
tracts, for 1986 was $354,000.
FOREST CITY RENTAL PROPERTIES CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
(Dollar amounts in thousands except those stated on a per share basis)
A. Summary of Significant Accounting Policies
• • • •
3. Change in Estimated Lives of Rental Properties. Effective February 1, 1984, the Company 
extended the depreciable lives of certain properties so as to more properly reflect their economic lives. 
The change increases the composite lives of enclosed shopping malls and high rise apartments, office 
buildings, hotels and parking garages from 33 and 37 years to 50 years. Composite lives on strip 
shopping centers and low rise apartments, office buildings, hotels and industrial buildings increased 
from 33 and 37 years to 40 years. The straight-line method continues to be used to calculate depreciation 
on these properties. As a result of this change, 1984 earnings before income taxes increased by 
approximately $3,328 and net earnings increased by approximately $1,797.
• • • •
I. Segment Information
The Company’s development and operation of rental properties have been classified into segments 
based upon the nature of the property. The miscellaneous buildings category includes hotels and offices, 
industrial and mixed-use properties. Data relating to the management of real estate and the Company’s 
mortgage banking operations are reported under real estate services. The following tables summarize 
selected financial data by segment for the last three years:
Earnings (Loss) Before
Income Income Taxes (a)
1985 1984 1983 1985 1984 1983
From rental operations: 
Apartment ....................... .. $ 28,071 $ 31,251 $ 31,538 $ 5,224 $ 4,458 $ 2,522
Shopping centers.............. .. 40,819 32,711 27,794 1,456 (335) (2,663)
Miscellaneous buildings... .. 33,057 26,109 23,404 (665) 1,127 (1,355)
Real estate services............. 6,357 4,919 3,108 (76) (359) (125)
Total segments......... .. 108,304 94,990 85,844 5,939 4,891 (1,621)
Unallocated corporate......... 4,729 2,410 2,377 6,522 5,048 4,974
Consolidated............. .. $113,033 $ 97,400 $ 88,221 $ 12,461 $ 9,939 $ 3,353
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Rental Properties
Depreciation and
Net Additions Amortization (a)
1985 1984 1983 1985 1984 1983
Apartments:
Completed....................... ... $(30,770) $(19,630) $(26,579) $ 2,796 $ 3,578 $ 5,116
Under construction.........
Shopping centers:
... 14,229 (2,211) (1,530) — — —
Completed....................... ... 54,202 2,391 23,554 5,028 3,876 5,885
Under construction.........
Miscellaneous buildings:
... (3,423) 22,229 (7,886) — — —
Completed....................... 7,601 3,756 14,021 3,796 2,697 3,189
Under construction......... ... (17,526) 50,946 (3,619) — — —
Consolidated............ ... $24,313 57,481 $ (2,039) $ 11,620 $ 10,151 $ 14,190
Identifiable Assets
at January 31,
1986 1985 1984
Apartments:
Completed....................... ... $ 96,946 $123,282 $153,156
Under construction.........
Shopping centers:
... 18,222 8,311 4,741
Completed....................... ... 207,979 145,931 144,191
Under construction.........
Miscellaneous buildings:
... 25,903 29,555 5,668
Completed....................... ... 132,731 100,829 97,749
Under construction......... ... 52,908 69,690 13,649
Real estate services............
Loan receivable—
7,185 4,992 4,186
Enterprises .................... ... 23,734 30,166 48,637
Consolidated............ ... $565,608 $512,756 $471,977
(a) See Note A for the impact of the change in estimated lives of rental properties on depreciation 
expense.
KALVAR CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
Years Ended March 29, 1986, March 30, 1985 and March 31, 1984
A. Summary of Significant Accounting Policies:
•  •  •  •
Property, Equipment and Depreciation. Equipment is being depreciated substantially on the 
straight-line method over estimated usefu l  lives ranging from three to ten years. Leasehold improve­
ments are being amortized using the straight-line method over the lesser of their estimated useful lives 
or term of the leases. Certain maintenance parts are being amortized using the straight-line method 
over four to seven years.
In the fourth quarter of fiscal 1984, the Company revised its estimate and extended the useful lives 
of microfilming equipment which was acquired during fiscal 1983. The change in estimate, which was 
applied effective March 27, 1983, had the effect of reducing depreciation expense and the net loss for 
fiscal 1984 by approximately $170,000 or $.04 per common share.
•  •  •  •
KASLER CORPORATION
Notes to Consolidated Financial Statements
Summary of Significant Accounting Policies
•  •  •  •
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Property, Plant, and Equipment. The Company capitalizes major replacements, additions and 
betterments. Repairs and maintenance are charged to expense as incurred. When assets are sold or 
otherwise disposed of, the cost and related services are removed from the accounts and the gain or loss 
upon disposition or retirement is included in income. Depreciation is computed using the straight-line 
method for financial statement purposes based on estimated useful lives, and under accelerated 
methods and lives for tax purposes. Effective November 1, 1985 the Company revised its estimates of 
useful lives for construction equipment, using industry estimates of economic lives expressed in hours of 
utilization, to more closely approximate the economic lives of the related assets. The effect of this 
change in estimate was to reduce the 1986 net loss by approximately $250,000 ($.05 per share). Repairs 
and maintenance expense was $3,958,000, $5,266,000 and $2,360,000, for the years 1986, 1985 and 1984, 
respectively.
Estimated useful lives used for depreciation are as follows:
Buildings and Improvements 10-20 years
Construction Equipment 3-10 years
Office Furniture and Equipment 3-5 years
• • • •
QUEBECOR INC.
Notes to Consolidated Financial Statements
Three Years Ended September 30, 1986, 1985 and 1984
(Tabular amounts are expressed in thousands of dollars)
Summary of Significant Accounting Policies
• • • •
Fixed Assets. Fixed assets are stated at cost. Interest expense relating to major capital expendi­
ture is capitalized by a charge to fixed assets where interest costs are incurred before the capital facility 
commences actual production. Maintenance and repair expenses are charged to income as incurred; cost 
of renewals and improvements is capitalized. Depreciation is provided on a straight-line basis using the 
rates of 2½% for buildings and 5% to 20% for machinery and equipment.
Dining the year ended September 30, 1986, the Company has revised the useful life of certain fixed 
assets. This change in estimated useful life resulted in a decrease in the amount of depreciation for the 
year of $1,934,000 and an increase in net income for the year of $1,184,000 or $0.08 per share.
• • • •
SCHOOL PICTURES, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
Note C—Property, Plant and Equipment
• • • •
Effective July 1, 1984, the Company changed its estimate of useful lives and salvage values for 
certain high-tech factory equipment. The effect of this change in 1985 was to decrease the net loss by 
approximately $121,000 ($.09 per share).
• • • •
SUN COAST PLASTICS, INC.
Notes to Consolidated Financial Statements
Note 9—Change in Estimated Useful Lives of Equipment
During October 1984, the Company revised their estimate of the economic lives of certain molds 
and shop equipment to approximate more closely their actual useful lives. Molds and shop equipment 
lives which formerly ranged from 5 to 10 years were increased to 10 to 18 years. The effect of the change 
in the estimated useful lives resulted in a reduction of depreciation expense charged to operations of 
$228,000 or $.02 per share and $188,000 or $.02 per share for the years ended June 30, 1986 and 1985.
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SEATTLE TRUST & SAVINGS BANK 
Notes to Consolidated Financial Statements
6. Bank Premises and Equipment
A summary of consolidated bank premises and equipment is as follows:
Gross Book 
Value at 
Cost
December 31
Accumulated 
Depreciation 
and Amortization 
December 31
Net Book 
Value
December 31
Thousands 1986 1985 1986 1985 1986 1985
Land $ 957 $ 958 $ 957 $ 958
Bank Premises 2,969 2,911 $ 1,849 $ 1,748 1,120 1,163
Premises Leased Under
Capital Leases 6,187 6,187 2,892 2,544 3,295 3,643
Leasehold Improvements 9,073 8,886 7,208 5,401 1,865 3,485
Subtotal 19,186 18,942 11,949 9,693 7,237 9,249
Furniture and Equipment 13,965 11,854 8,467 7,130 5,498 4,724
Total $ 33,151 $ 30,796 $ 20,416 $ 16,823 $ 12,735 $ 13,973
Depreciation and amortization expense, which includes amortization expense for capitalized leases, 
was $3,642,000 in 1986, $2,768,000 in 1985 and $2,317,000 in 1984.
As a result of the 1984 sale of the bank’s premises subsidiary and the leaseback of its headquarters 
facility, certain assets totaling $4,400,000, which were included as bank premises in 1983, were 
reclassified as leasehold improvements in 1984. During 1985 and 1986, the amortization period of these 
leasehold improvements was changed to reflect changes in the estimated leaseback period. These 
changes in accounting estimate increased 1986 and 1985 amortization expense by $1,260,000 and 
$500,000, respectively.
WELLS AMERICAN CORPORATION AND SUBSIDIARIES 
(FORMERLY INTERTEC DATA SYSTEMS CORPORATION)
Notes to Consolidated Financial Statements
Note 1—Operations
In fiscal 1985, the Company discontinued its Compustar and Headstart 512 product lines. This 
decision resulted in approximately $3,346,000 of inventory write-offs. In addition, included in cost of 
sales for 1985 is an approximate $1,000,000 write off to reduce inventory to the estimated realizable 
value based on the then levels of operation. The Company also closed its facility in Dublin, Ireland, its 
sales offices and transferred its research and development operation to its plant in Columbia, South 
Carolina. Subsequent to March 31, 1985, the Company relocated all activities from its then existing 
plant to a smaller leased facility.
In addition, certain property and equipment in use at March 31, 1985 was further depreciated by 
$1,374,000 due to a change in the estimated period of benefit and residual value of the amounts. This 
charge was included in cost of sales. Also, certain items which were not being used were sold or held for 
sale and carried on the balance sheet at the lower of cost or estimated realizable value. The amount of the 
reduction to net realizable value was approximately $1,334,000 and is included in other income (ex­
penses) in the accompanying statement of net loss.
• • • •
OTHER
AM INTERNATIONAL INC.
Notes to Consolidated Financial Statements 
(Dollars in thousands, except per share amounts)
Note 12—Quarterly Financial Information (Unaudited)
A summary of quarterly financial information for fiscal 1986 and 1985 is as follows:
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Quarter
1986 1st 2nd 3rd 4th Total Year
Revenues $147,410 $151,101 $161,948 $228,451 $688,910
Gross profit 58,365 61,315 65,654 78,156 263,490
Operating income 4,593 7,762 9,980 6,749 29,084
Income Goss) before income 
taxes and extraordinary items 4,019 6,110 9,276 (12,198) 7,207
Income tax benefit (expense) (1,919) (3,124) (4,070) 4,313 (4,800)
Income Goss) before extraordinary 
items 2,100 2,986 5,206 (7,885) 2,407
Extraordinary items 1,819 2,285 3,296 (4,100) 3,300
Net income (loss) 3,919 5,271 8,502 (11,985) 5,707
Per common share amounts:
Income Goss) before extraordinary 
items .05 .07 .09 (.23) (.02)
Extraordinary items .05 .06 .08 (.10) .08
Net income (loss) .10 .13 .17 (.33) .06
Common dividends paid — — — — —
Quoted market price: 
High 4⅝ 6 8⅜ 8¾ 8¾
Low 3⅛ 4⅜ 5⅝ 6¼ 3⅛
1985 1st
Quarter 
2nd 3rd 4th Total Year
Revenues $147,539 $149,604 $156,666 $157,935 $611,744
Gross profit 58,604 60,076 61,736 65,452 245,868
Operating income 3,607 6,875 7,418 9,646 27,546
Income before income taxes 
and extraordinary items 3,146 4,001 5,308 8,786 21,241
Income tax (expense) (1,970) (2,703) (1,958) (3,733) (10,364)
Income before extraordinary 
items 1,176 1,298 3,350 5,053 10,877
Extraordinary items 1,810 2,422 1,794 8,547 14,573
Net income 2,986 3,720 5,144 13,600 25,450
Per common share amounts: 
Income before extraordinary 
items .03 .04 .08 .12 .27
Extraordinary items .05 .05 .04 .21 .35
N et income .08 .09 .12 .33 .62
Common dividends paid — — — — —
Quoted market price: 
High 3¼ 5 5⅞ 4⅝ 5⅞
Low 2⅜ 2½ 3⅝ 3⅝ 2⅜
The extraordinary items in the first three quarters of 1986 and 1985 are related to the utilization of 
net operating loss carryforwards. The fourth quarter extraordinary items, in addition to the utilization 
of net operating loss carryforwards, include extraordinary credits of $1,100 in 1986 and $5,000 in 1985 
related to revised estim ates of the ultimate distribution of common shares to unsecured creditors under 
the Reorganization Plan.
ARROW ELECTRONICS INC.
Notes to Consolidated Financial Statements 
December 31, 1986, 1985, and 1984
3. Sale of Electrical Distribution Business
In February 1985, the Company entered into an agreement to discontinue its electrical distribution 
operations and sell certain of such business’ operating assets for a combination of cash and notes. The
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Company estimated that the transaction would give rise to a $660,000 loss and recorded such loss in 
1984. In 1985, the Company recorded an additional $2,000,000 loss reflecting its revised estimate of the 
proceeds realizable from the transaction. Such losses are included in selling, general and administrative 
expenses in the consolidated statement of operations.
CALLAHAN MINING CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements
2. Unaudited Quarterly Results
(Thousands of dollars except per share amounts)
1986 Quarters
First Second Third Fourth*
Revenues $5,343 $7,648 $9,627 $8,781
Gross margin on revenues $ (945) $1,047 $2,745 $2,611
Income (loss) before income taxes $(2,484) $ (407) $1,568 $1,344
Net income (loss) $(1,602) $ 52 $ 990 $ 965
Earnings (loss) per share $ (.23) $ .01 $ .14 $ .14
1985 Quarters
First Second Third Fourth
Revenues $ 4,402 $4,155 $3,706 $4,062
Gross margin on revenues $ 1,710 $ 1,573 $ 1,122 $ (139)
(Loss) before income taxes $ (111) $ (252) $ (778) $(2,460)
Net income (loss) $ 1 $ 13 $ (306) $(1,247)
Earnings (loss) per share $ _ $ - $ (.04) $ (.18)
*In December 1986, the board of directors approved capital expenditures for additional mill 
equipment at the Ropes mine to increase estimated net gold and silver values recoverable. The effect of 
this change in estimate was to increase pretax income in the fourth quarter by $772,000.
FAIRFIELD COMMUNITIES, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
Note 3—Receivables
Contracts. Contracts receivable at February 28, 1986 and 1985 are summarized as follows (Dollars 
in thousands):
Contracts Receivable
Weighted Average 
Stated Interest Rate
1986 1985 1986 1985
Lots .........................................................
Timesharing............................................
Less: Allowance for cancellations..... .
Valuation discount....................
Deferred profit...........................
$21,930
59,738
81,668
(4,666)
(2,730)
$26,427
43,309
69,736
(2,380)
(2,479)
(1,495)
10.4%
11.0%
11.5%
10.7%
12.5%
11.8%
$74,272 $63,382
Maturities of these receivables within the next five fiscal years are as follows: 1987—$14,077,000, 
1988—$7,129,000, 1989—$7,356,000, 1990—$7,512,000 and 1991—$7,337,000. The Company’s lot and 
timesharing receivables were approximately 96.3% and 96.5% current on a 30-day basis as of February 
28, 1986 and 1985, respectively.
In accordance with Statement of Financial Accounting Standards No. 66, “Accounting for Sales of 
Real Estate,” the Company changed its method of accounting for $14,363,000 of installment basis lot
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contracts to the percentage-of-completion method. This change, that is being reported as a change in an 
accounting estimate, resulted in a net credit to fiscal 1986 income of $2,357,000 ($.22 per share) which is 
included in Other revenues in the accompanying Statement of Earnings. The change also resulted in an 
increase of $9,593,000 in deferred revenue, which includes $6,395,000 of estimated cost to develop land 
sold applicable to the installment basis lot contracts.
• • • •
INTERMEDICS, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
Years Ended November 2, 1986, November 3, 1985 and October 28, 1984.
Note 5—Investments, Advances, and Loans
• • • •
In November 1984, the Company sold for $7,800,000, including interest, its interest in a non­
medical related company to which it had advanced approximately $5,800,000. Under the terms of the 
agreement, the Company received $5,300,000 upon closing in November 1984 and the balance to be paid 
over an eighteen-month period as specified in the agreement. Advances and loans to this company had 
been reserved in 1983 and 1982 because of doubtful collectibility. Because its investment was substan­
tially realized in November 1984, the Company changed its estimate of recoverability as of October 28, 
1984 resulting in a positive effect to earnings before tax in the amount of $5,800,000. The Company 
recognized a before-tax gain of $1,805,000, net of imputed interest, in the first quarter of fiscal 1985.
• • • •
QUALITY SYSTEMS, INC.
Notes to Financial Statements
Note 9—Fourth Quarter Adjustments
During the fourth quarter of fiscal 1985, the Company revised its estimate of the quantity of 
replacement parts required to maintain certain client systems. The excess of the quantities on hand over 
the quantities required to maintain certain client systems was written down to net realizable value. 
This adjustment resulted in an increase in the loss before income tax benefit of $241,800 ($130,600 after 
income tax benefit or $0.03 per share).
During the fourth quarter of fiscal 1985, the Company settled disputes regarding certain profes­
sional fees which the Company had accrued in prior quarters. These settlements resulted in a decrease 
in the loss before income taxes of $131,400 ($71,000 after income tax benefit or $0.02 per share).
SUPERIOR CARE, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
Years Ended March 28, 1986, March 29, 1985 and March 30, 1984
4. Change in Accounting Estimate and Fourth Quarter Adjustments
Beginning with the quarter ended December 30, 1983, the Company changed its procedure of 
estimating the collectibility of the accounts receivable of the home health care and institutional staffing 
segment. This change resulted from the adoption by management of a procedure in which a formula is 
used in addition to the evaluation of specific accounts to estimate the collectibility of accounts receiv­
able. The Company also re-evaluated the collectibility of receivables and recoverability of deferred 
costs under the Medicare program. The effect of these items was as follows:
Increase in:
Loss from continuing 
operations 
Net loss
Net loss per share
Quarter ended 
December 30, 
1983
(unaudited)
$2,996,000
1,527,960
$.18
Quarter ended 
March 30, 
1984
(unaudited)
$1,149,695
738,104
$.09
Year ended 
March 30, 
1984
$4,145,695
2,266,064
$.28
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During the quarter ended March 30, 1984, the Company also revised its estimate of the future 
benefits to be derived from its software development costs of $261,474 and the excess of costs over net 
assets acquired of HQR, Inc. of $135,000 and the Company expensed these previously capitalized costs. 
The effect of expensing these assets for the quarter and year ended March 30, 1984 was to increase the 
loss from continuing operations by $396,474 and net loss by $230,000 or $.03 per share.
SWIFT INDEPENDENT PACKING COMPANY 
Notes to Consolidated Financial Statements
Other Long-Term Liabilities
In connection with the acquisition of the Company in 1981, the Predecessor Company recorded net 
preacquisition contingent liabilities of $10,185,000, net of tax benefit, related principally to realignment 
of the Company’s pork operations. During 1985 and 1986, the Company discontinued operations at the 
Glenwood and Sioux City, Iowa, and National City, Illinois, pork facilities and revised the estimate of its 
ultimate liability related to realignment of pork operations. Accordingly, in 1985, $778,000 of the 
original net of tax liability has been reversed and is included as a reduction in the provision for 
realignment of operations. During 1985, the Company also discontinued operations at its Hereford, 
Texas, beef facility and recorded as a provision for realignment of operations a one-time charge to 
pre-tax earnings of $8,726,000. Other long-term liabilities include $4,394,000 ($6,904,000 and $9,391,000 
in 1985 and 1984, respectively) related to the realignment liability.
In connection with the Merger in 1986, the Company recorded preacquisition contingent liabilities 
of $23,966,000, net of tax benefit, related principally to the relocation of the Company’s corporate office 
from Chicago, Illinois, to Dallas, Texas, planned reorganization of certain of the Company’s plants and 
sales units, certain litigation pending final resolution, and change of control agreements with Predeces­
sor Company executive officers. Accrued liabilities and other long-term liabilities at October 25, 1986, 
include $10,054,000 and $6,115,000, respectively, remaining related to these preacquisition liabilities.
TACO VIVA®
Notes to Financial Statements
Note A—Significant Accounting Policies
• • • •
Preopening Costs. Preopening costs for new restaurants, including marketing, training and 
operating expenses, are capitalized and amortized from the opening date over a 36 month period. Prior 
to fiscal 1985, the Company deferred preopening costs and amortized them over a twelve month period. 
The Company changed its estimate of the amortization period because this longer period more appro­
priately allocates the cost of new operating units to the time periods corresponding to the revenue 
maturity of such units. The effect of this change in accounting estimate was to increase net income from 
continuing operations for the years ended May 25, 1986 and May 26, 1985 by approximately $52,000 and 
$77,000, respectively, or $.02 per share in each year.
TYCO LABORATORIES INC.
Notes to Consolidated Financial Statements
Indebtedness
• • • •
During fiscal 1986 the Company paid its remaining obligation due on the purchase of Grinnell Fire 
Protection Systems Company, Inc. (“Grinnell Fire”). This obligation was an annual profit sharing 
charge and was based upon 40% of Grinnell Fire’s income after tax. This profit sharing charge was 
non-interest bearing and as the Company made payments it received an income tax deduction for 
imputed interest. Over the past several years the Company has revised its estimate of the total profit 
sharing charge as it was based upon Grinnell Fire’s income after tax through December 31, 1985. As a 
result of these changes in estimate, previously expensed profit sharing charges have been credited to 
income through December 31, 1985. Such credits amounted to $1.3 million in fiscal 1986, $2.2 million in 
fiscal 1985 and $1.7 million in fiscal 1984. These credits were reduced by the actual 40% profit sharing 
charge previously discussed.
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The aggregate amounts of indebtedness maturing during the next five fiscal years are: 1987— 
$10,920,000; 1988—$4,073,000; 1989—$8,003,000; 1990—$7,974,000; 1991—$7,600,000.
PROLER INTERNATIONAL CORP. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements
13. Unaudited Quarterly Financial Information
During the fourth quarter of fiscal 1987, the Company changed their method of valuing inventory 
from the LIFO to the FIFO method. The prior year’s quarters have been restated to reflect that 
change. See Note 2 for further discussion of the change.
The fourth quarter of fiscal 1986 includes a pretax charge to earnings of $3,916,000 to reflect the 
writedown of certain manufacturing assets. This writedown in asset values reflects the changing 
business environment in which the Company operates and results from a combination of factors, 
including lack of demand and availability of raw materials for certain products manufactured by the 
Company, increases in production costs to the extent that profitable sales for certain products could not 
be obtained and the abandonment of certain assets previously being constructed to accommodate future 
expansion which is no longer anticipated.
Gross profit for the fourth quarter of fiscal 1986 was adversely affected by charges aggregating 
$5,000,000 due to a revision of estimated usable scrap quantities on hand at January 31, 1986. The 
revision is the result of several factors including physical deterioration of certain scrap, changes in 
estimated quantities of scrap which are not considered worth processing due to the high incremental 
cost and processing shrinkage and losses which became evident during the fourth quarter of fiscal 1986.
The following summarizes the unaudited interim financial results of the Company and its sub-
sidiaries as previously reported in quarterly reports to shareholders and in Form 10-Q filed with the 
Securities and Exchange Commission and the amount of adjustment by quarter resulting from the 
accounting change as discussed in Note 2 (dollars in thousands except per share amounts):
Three Months Ended
April 30, 
1986
July 31, 
1986
October 31, 
1986
January 31, 
1987
Net sales............................................. .....  $26,082 $20,366 $16,130 $23,179
Gross profit (loss), previously
reported .........................................
Effect of accounting change.............
.....  $ 881
116
$ 1,837 
(1,040)
$ 1,236 
(1,043)
$ (576)
Gross profit (loss) restated.............. .....  $ 997 $ 797 $ 193 $ (576)
Net earnings (loss), previously
reported .........................................
Effect of accounting change.............
.....  $ 364
517
$ 1,316 
263
$ 198 
(650)
$ (1,491)
Net earnings (loss) restated............. .....  $ 881 $ 1,579 $ (452) $ (1,491)
Net earnings (loss) per share,
previously reported.......................
Effect of accounting change.............
.....  $ .23
.33
$ .84 
.17
$ .13 
(.42)
$ (.95)
Net earnings (loss) per share 
restated ......................................... .....  $ .56 $ 1.01 $ (.29) $ (.95)
Three Months Ended
April 30, 
1985
July 31, 
1985
October 31, 
1985
January 31, 
1986
Net sales............................................ .....  $35,797 $30,030 $26,280 $24,979
Gross profit (loss), previously
reported .........................................
Effect of accounting change.............
Gross profit (loss) restated ...............
.....  $ 1,396
399
.... $ 1,795
$ 317 
767 
$ 1,084
$ 1,539 
(681)
$ 858
$ (5,392) 
814
$ (4,578)
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Three Months Ended
April 30, 
1985
July 31, 
1985
October 31, 
1985
January 31, 
1986
Net earnings (loss), previously
reported........................................... ..... $ 595 $ 1,357 $ (334) $ (6,700)
Effect of accounting change.............. 304 608 (776) 785
N et earnings (loss) restated ...................  $ 899 $ 1,965 $ (1,110) $ (5,915)
N et earnings (loss) per share,
previously reported....................... . .38 $ .87 $ (.21) $ (4.28)
Effect of accounting change..............
Net earnings (loss) per share
.19 .38 (.49) .51
restated ...............................................  $ .57 $ 1.25 $ (.70) $ (3.77)
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VI
CORRECTION OF AN ERROR
APB Opinion 20 requires that the correction of an error made in the financial statements 
previously issued for a specific period must be reported in the manner specified in paragraphs 18 
and 26 of APB Opinion 9, “Reporting the Results of Operations.” (Paragraph 18 was amended by 
paragraph 16 of FASB Statement No. 16.) Under this approach, the error is corrected by restating 
the financial statements currently presented for all prior periods affected by the error.
The five examples presented below exhibit corrections of errors in previously issued financial 
statements in the manner required under APB Opinion 20, which states:
General Standards
.104 Errors5 in financial statements result from mathematical mistakes, mistakes in the 
application of accounting principles, or oversight or misuse of facts that existed at the time the 
financial statements were prepared. In contrast, a change in accounting estimate results from new 
information or subsequent developments and accordingly from better insight or improved judg­
ment. Thus, an error is distinguishable from a change in estimate. A change from an accounting 
principle that is not generally accepted to one that is generally accepted is a correction of an error 
for purposes of applying this section [APB Opinion 20, ¶ 3].
.105 The nature of an error in previously issued financial statements and the effect of its 
correction on income before extraordinary items, net income, and the related per share amounts 
shall be disclosed in the period in which the error was discovered and corrected. Financial 
statements of subsequent periods need not repeat the disclosures [APB Opinion 20, ¶37].
ENGINEERING MEASUREMENTS COMPANY 
Notes to Financial Statements
10. Prior Period Adjustment
During the calculation of the Company’s 1986 year-end inventory, a computational error of 
$285,971 was discovered in the Fiscal Year 1985 year-end inventory. Accordingly, the 1985 financial 
statements have been restated to correct this error, the effect of which reduces the April 30, 1985 
inventory to $2,951,858 from $3,237,829, increases the income taxes receivable to $606,314 from 
$463,328, and increases the net loss, after giving tax effect, by $142,985.
5“. . . Section 561 of Statement on Auditing Standards No. 1, “Codification of Auditing Standards and Procedures,” 
discusses other aspects of errors in previously issued financial statements [APB Opinion 20, ¶13, fn4]. . . .”
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INTERFACE SYSTEMS, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
Fiscal Year Ended September 30, 1986, 1985,and 1984.
1. Organization and Basis of Presentation
Earnings Per Share. Earnings per share amounts have been calculated using the weighted average 
number of shares outstanding for the respective periods adjusted for the effect of the stock dividend 
(Note 8) and the stock split (Note 9). The dilutive effect of the outstanding options and warrants of the 
Company is included in the primary earnings per share calculations presented in the consolidated 
statements of income. Current earnings per share differs from previously reported fiscal years’ 
earnings per share due to a correction of an error in the calculation of the weighted average number of 
shares outstanding for prior fiscal years and the stock split given effect in the current year. The 
weighted average number of shares outstanding were 3,924,173, 3,779,204, and 3,647,026 for fiscal 
years 1986, 1985, and 1984, respectively.
MAGIC CIRCLE ENERGY CORPORATION (DEBTOR IN POSSESSION)
Notes to Consolidated Financial Statements 
December 31, 1985, 1984, an d  1983
Note F—Prior Period Adjustment
The accompanying financial statements for 1984 and the statement of operations for 1983 have been 
restated to correct an error relating to the failure to include production from one of the gas gathering 
systems in the calculation of depreciation, depletion and amortization expense for 1984 and 1983. The 
effect of the restatement was to increase the net loss for 1984 by $1,118,000 or $0.09 per share, net of 
income tax benefit of $413,000. The decrease in net income for 1983 was $325,000 or $0.03 per share, net 
of income tax expense of $413,000.
NORTH EAST INSURANCE COMPANY 
Consolidated Statement of Changes in Stockholders’ Equity 
Years Ended December 31, 1985, 1984 and 1983
COMMON STOCK
Number of 
Shares
Par
Value
Additional
Paid-In
Capital
Retained
Earnings
(Accumulated
Deficit)*
Total
Stockholders’
Equity*
Balance at 
December 31, 1982, 
as previously reported 1,943,803 $1,943,803 $4,949,181 $ (138,257) $6,754,727
Cumulative effect of 
correction of error _ (350,000) (350,000)
Balance at 
December 31, 1982, 
as restated 1,943,803 1,943,803 4,949,181 (488,257) 6,404,727
Net loss — — — (712,926) (712,926)
Net unrealized investment 
gains, net of tax _ 225 225
Balance at 
December 31, 1983 1,943,803 1,943,803 4,949,181 (1,200,958) 5,692,026
Net loss — — — (1,230,550) (1,230,550)
Net unrealized investment 
gains, net of tax _ 980 980
Balance at 
December 31, 1984 1,943,803 1,943,803 4,949,181 (2,430,528) 4,462,456
Net loss — — — (2,522,293) (2,522,293)
Net unrealized investment 
loss, net of tax (731) (731)
Balance at 
December 31, 1985 1,943,803 $1,943,803 $4,949,181 $(4,953,552) $1,939,432
The accompanying notes are an integral part of the consolidated financial statements. 
*Restated, see note B.
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NORTH EAST INSURANCE COMPANY 
Notes to Consolidated Financial Statements
B. Restatement of 1984 and 1981 Financial Statements
During 1985, the Company determined that the accounting for certain reinsurance transactions 
entered into in 1984 and 1981 was in error. Accordingly, the Company has restated its 1984 and 1981 
financial statements, as follows:
1) In 1984, through a bookkeeping error, the Company failed to remove a debit balance (approximately 
$215,000) in a detailed reinsurance sub-account when a credit balance of a like amount was removed 
in another detailed reinsurance sub-account.
Upon review in 1985 the Company determined that the debit balance of $215,000 should have 
been adjusted by increasing underwriting expenses in 1984. The 1984 income statement has been 
restated accordingly.
2) In 1984, approximately $182,000 of reinsurance recoverable on paid losses was due from a reinsurer 
which was financially unable to fulfill its obligations as a reinsurer.
Upon review in 1985 the Company determined that a reserve for uncollectible reinsurance 
balances should have been established by increasing underwriting expenses in 1984. The 1984 income 
statement has been restated accordingly.
3) In 1981, the Company failed to record a liability for future losses on portions of three excess of loss 
reinsurance treaties with a reinsurer who became insolvent in 1981.
Upon review in 1985 the Company determined that approximately $350,000 of additional 
liability existed in 1981 on the portions of the three excess of loss reinsurance treaties due from the 
insolvent reinsurer. Accordingly, the Company’s retained earnings at January 1, 1983 has been 
decreased by $350,000.
Reconciliation of Previously Reported Accounts
The effect of the above items on net loss for 1984 is as follows:
As previously reported $ (833,550)
Effect of adjustment to debit balance in reinsurance accounts (Item 1 above) (215,000)
Effect of adjustment to reinsurance recoverable asset from a reinsurer who 
was financially unable to fulfill its obligation (Item 2 above) (182,000)
As shown in accompanying consolidated statement of operations $(1,230,550)
Net loss per common share:
As previously reported $ (0.43)
Effect of restatement above ______(0.20)
As shown in accompanying consolidated statement of operations $ (0.63)
Net income before income taxes and realized capital gains for 1981, as previously reported, of 
$1,064,896 was restated by $350,000 to $714,896. Federal income taxes of $161,000 was applied to the 
restatement which reduced net income by $189,000 to $421,546 and stockholders’ equity as of December 
31, 1981 from $8,363,744 to $8,174,744.
As a result of the $161,000 tax adjustment for 1981, the deferred Federal income tax benefit for 
1982, as shown on the consolidated statement of operations, was reduced by a like amount. Restated net 
loss for 1982 and stockholders’ equity, as of December 31, 1982, as restated, were $1,757,667 and 
$6,404,727, respectively.
SOVEREIGN CORPORATION
Notes to Consolidated Financial Statements
• • • •
Restatement of 1984 Financial Statements:
The financial statements for the year ended December 31, 1984 have been restated from those 
originally presented to reflect the correction of a clerical error identified by the Company which 
occurred in the compilation of the third quarter of 1984 statements. The effect of the correction was to 
reduce income before net realized gains on investments and extraordinary credit and net income for the
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year by $541,000, net of the income tax effect of $393,000, and earnings per share by $.06. The effect on 
income for the three and nine month periods ended September 30, 1984 was the same. Income amounts 
previously reported for the three month periods ended March 31, 1984, June 30, 1984 and December 31, 
1984 are unchanged as are the amounts for the six month period ended June 30, 1984.
• • • •
Quarterly Financial Data (Unaudited):
Selected quarterly financial data (unaudited) for the years ended December 31, 1985 and 1984 are as 
follows:
For The Three Months Ended
1985 March 31 June 30 September 30 December 31
(Restated) (Restated) (Restated)
Net premium and other 
revenues ................................. $ 7,211,529 $ 9,605,923 $10,056,506 $14,880,356
Net investment income.............. 1,452,660 1,793,686 1,670,397 2,091,298
Total revenues............................ 8,664,189 11,399,609 11,726,903 16,971,654
Total benefits and expenses...... 7,476,861 9,921,809 10,242,723 16,624,528
Income before taxes,
net realized gains on 
investments and extraor­
dinary credit........................ $ 1,187,328(b) $ 1,477,800(b) $ 1,484,180(b) $ 347,106
Net realized gains 
on investments........................ ,  $ 0 $ 25,699 $ 126,219 $ 221,205
Extraordinary credit.................... $ 67,682 $ 145,284 $ 55,670 $ 17,750
Net income.................................. .. $ 978,057(b) $ 1,261,205(b) $ 1,278,624(b) $ 732,047(a)
Income before net realized
gains on investments and 
extraordinary credit per 
common share......................... $ .08 $ .09 $ .10 $ .04
Net realized gains on in­
vestments per common 
share ....................................... .01 .02
Extraordinary credit per 
common share......................... .01 .01
Net income per common
share ....................................... $ .09(b) $ .11(b) $ .11(b) $ .06(a)
For The Three Months Ended
1984 March 31 June 30 September 30 December 31
(Restated)
Net premium and other 
revenues ................................ ... $ 6,667,310 $ 7,319,563 $ 7,168,309 $ 7,636,572
Net investment income.............. 1,167,100 1,128,014 1,104,797 1,039,700
Total revenues............................ 7,834,410 8,447,577 8,273,106 8,676,272
Total benefits and expenses..... . 6,495,660 6,410,415 6,373,993 7,035,652
Income before taxes,
net realized gains on 
investments and extraor­
dinary credit....................... .. $ 1,338,750 $ 2,037,162 $ 1.899,113 $ 1,640,620
Net realized gains 
on investments....................... .. $ - $ - $ - $ 6,750
Extraordinary credit................. .. $ 107,000 $ (6,425) $ (55,171) $ (45,404)
Net income................................. .. $ 1,027,350 $ 1,613,597 $ 1,291,461 $ 2,747,725(a)
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Income before net realized 
gains on investments and 
extraordinary credit per
common share........................... $ .10 $ .17 $ .14 $ .28(a)
Net realized gains on in­
vestments per common
share ......................................... — — — —
Extraordinary credit per
common share........................... $ .01 _______ =  $ (.01) _______ —
Net income per common
share ......................................... $ .11 $ .17 $ .13 $ .28(a),
(a) Includes approximately $156,000 or $.01 per share in 1985 and $1,600,000 or $.16 per share in 
1984 related to adjustments to deferred income taxes resulting from the passage of the Tax Reform Act 
of 1984.
(b) Each of the three month periods ended March 31, 1985, June 30, 1985 and September 30, 1985 
has been restated to reflect the correction of errors related to the calculation of the amortization of 
deferred policy acquisition costs and the increase in future policy benefits. The effect of the corrections 
was to reduce income before taxes, net realized gains on investments, and extraordinary credit and net 
income by $676,000 and $398,900, respectively, and net income per common share by $.04 for the three 
months ended March 31, 1985; $721,000 and $416,100, respectively, and net income per common share 
by $.04 for the three months ended June 30, 1985; and $181,000 and $104,100, respectively, and net 
income per common share by $.01 for the three months ended September 30, 1985.
• • • •
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APPENDIX A
USING NAARS TO EXPAND THE INFORMATION 
IN THIS PUBLICATION
The National Automated Accounting Research System (NAARS) is a full text, on-line data 
base that includes three types of files: (1) corporate annual reports, (2) governmental units, and (3) 
accounting literature.
The corporate annual report files contain the financial statements, audit report, management 
responsibility letter, and footnotes. If the annual report received at the AICPA was a Form 10-K, 
we also include the supplementary schedules and the exhibit on earnings per share.
There are always five single-year files of annual reports on-line, which may be searched 
individually or in a combined group. Each single-year file contains approximately 4,200 reports. 
The combined group contains over 21,000 annual reports. The reports in each file may be searched 
by employing a key word or phrase in the search frame transmitted. However, a particular 
accounting concept may be difficult to find by using a key word or phrase. For example, the subject 
of this Financial Report Survey—Accounting Changes, is sometimes difficult to identify in an 
annual report. A particular report may refer to an accounting change simply by stating: “During the 
year we changed the method of accounting for . . .”, which is a simple example to find. The search 
frame to transmit may be constructed as follows:
CHANG! W/5 METHOD OR ACCOUNTING
In this case, the computer is instructed to search the annual reports for examples where any 
form of the word CHANGE (the exclamation point is a wild card) is found to appear within five 
words of either METHOD or ACCOUNTING.
However, a report that discloses an accounting change in a manner that does not use the word 
“change” can be a difficult one to find. For example, the report might state: “Since 1986 we account 
for. . .” or “Prior to 1985, we accounted for . . ." Both methods of disclosure imply there has been 
a change in the method of accounting but neither employs any form of the word “change.”
Members of the staff of the AICPA index the footnotes to make it possible to find such 
examples as this one. Each of the footnotes going into the data base is read by a CPA at the 
Institute. These professionals identify the accounting concepts contained within a footnote. The 
accounting concepts contained within the footnote are indexed by applying acronym(s) at the
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beginning of each note. When the report is entered into the data base, the acronym becomes part of 
the footnote. The acronyms are called descriptors. The descriptor that identifies an accounting 
change is ACCTG.
The above example may be searched by using the following search frame:
ACCTG W/SEG SINCE OR PRIOR OR CHANG! OR ADOPT!
W/5 METHOD OR ACCOUNT!
The computer is instructed to find examples of footnote disclosure when the footnote includes 
the descriptor ACCTG and, within the text of the footnote, the words PRIOR or SINCE or any 
form of the words CHANGE or ADOPT is found to appear within five words of METHOD or any 
form of the word ACCOUNT.
The descriptors may be employed with a key word or phrase to find specific examples as well. 
For example, the following would provide examples of accounting changes disclosed within a 
pension footnote that discuss FASB Statement No. 87:
ACCTG W/SEG PENS W/SEG
(STATEMENT OR STANDARD OR SFAS OR FASB W/3 87)
The search frames used to find the examples of footnote disclosure for the examples in this 
publication and a complete listing of NAARS descriptors are included with a brief description of the 
concept identified by each on the following pages. You may use these same search frames to find 
more recent examples since the NAARS data base is constantly expanded, or you may modify the 
search logic for your specific circumstances.
Although these search frames may appear intimidating at first glance, formulating a search 
becomes easy with a little experience. To provide new users with a quick start, the AICPA is 
offering self-study courses on formulating searches and using this data base. The first course is 
entitled Learning LE X IS/N E X IS/N A A R S  and is available from the AICPA Order Department at 
1-800-334-6961 (in New York, 1-800-248-0445).
If you have questions about subscribing to the NAARS data base through AICPA TOTAL 
(Total On-line Tax and Accounting Library Service) call Hal G. Clark at 1-212-575-6393. To 
subscribe to TOTAL, call the AICPA Order Department number listed above.
The search frames used to find the examples included in this publication were as follows:
CHAPTER II:
PRACT OR ACCTG W/SEG CHANG! OR ADOPT! OR PRIOR OR SINCE W/8 DEPRE- 
CIAT! OR CAPITALI! OR AMORTI! OR DEFER!
PRACT OR ACCTG W/SEG CHANG! OR ADOPT! OR PRIOR OR SINCE W/8 INVEN­
TOR!
PRACT OR ACCTG W/SEG CHANG! OR ADOPT! OR PRIOR OR SINCE W/8 INVEST­
MENT W/2 TAX W/2 CREDIT
PRACT OR ACCTG W/SEG CHANG! OR ADOPT! OR PRIOR OR SINCE W/8 (ORI­
GINATION W/2 FEE) OR (SFAS OR FASB OR STATEMENT OR STANDARD W/5 91)
PRACT OR ACCTG W/SEG CHANG! OR ADOPT! OR PRIOR OR SINCE W/8 OIL OR 
GAS W/3 EXPLOR! OR PRODUC!
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PRACT OR ACCTG W/SEG CHANG! OR ADOPT! OR PRIOR OR SINCE W/SEG 
ABANDON! OR DISALLOW! OR (SFAS OR FASB OR STATEMENT OR STANDARD 
W/5 90)
PRACT OR ACCTG W/SEG CHANG! OR ADOPT! OR PRIOR OR SINCE W/8 RE­
VENUE OR INCOME
PRACT OR ACCTG W/SEG CHANG! OR ADOPT! OR PRIOR OR SINCE W/8 (ACCRU! 
W/5 REVENUE) OR (REVENUE W/3 RECOGNI!)
PRACT OR ACCTG W/SEG CHANG! OR ADOPT! OR PRIOR OR SINCE W/8 SOFT­
WARE OR (COMPUTER W/2 PROGRAM)
PRACT OR ACCTG W/SEG CHANG! OR ADOPT! OR PRIOR OR SINCE W/8 USED 
W/3 MACHIN! OR EQUIP!
PRACT OR ACCTG W/SEG CHANG! OR ADOPT! OR PRIOR OR SINCE W/8 TRAIN! 
W/5 PERSONNEL
PRACT OR ACCTG W/SEG CHANG! OR ADOPT! OR PRIOR OR SINCE W/8 TRANS­
PORTATION
PRACT OR ACCTG W/SEG CHANG! OR ADOPT! OR PRIOR OR SINCE W/8 TREAS­
URY W/2 STOCK OR SHARES
PRACT OR ACCTG W/SEG CHANG! OR ADOPT! OR PRIOR OR SINCE W/8 (SECUR- 
IT! OR PORTFOLIO W/8 MARKET VALUE W/5 CHANG! OR ADOPT!)
CHAPTER III:
PRACT OR ACCTG W/SEG RESTAT! W/SEG CHANG! OR ADOPT! OR PRIOR OR 
SINCE W/8 FULL W/2 COST
PRACT OR ACCTG W/SEG RESTAT! W/SEG CHANG! OR ADOPT! OR PRIOR OR 
SINCE W/8 INVENTOR! W/8 LIFO OR (LAST W/1 IN W/1 FIRST W/1 OUT)
PRACT OR ACCTG W/SEG RESTAT! W/SEG CHANG! OR ADOPT! OR PRIOR OR 
SINCE W/SEG ABANDON! OR DISALLOW! OR (SFAS OR FASB OR STATEMENT 
OR STANDARD W/5 90)
CHAPTER IV:
PRACT OR ACQUIS OR ACCTG W/SEG RESTAT! OR CHANG! OR ADOPT! OR 
PRIOR OR SINCE W/SEG (RESTAT! W/8 (POOLING W/2 INTEREST) OR COMBIN! 
OR ACQUIR! OR CONSOL! OR MERG!) OR (CONVER! W/8 STOCK W/8 MUTUAL W/8 
ORGANIZATION OR ENTITY)
PRACT OR ACQUIS OR CONSPOL OR ACCTG W/SEG (CHANG! W/8 ENTITY)
PRACT OR ACQUIS OR CONSPOL OR ACCTG W/SEG (CONSOLIDAT! W/8 PRE­
VIOUS! OR PRIOR W/8 EQUITY)
PRACT OR ACQUIS OR CONSPOL OR ACCTG W/SEG (CHANG! OR ADOPT! W/10 
EQUITY W/8 PROPORTION! W/3 CONSOLIDAT!)
PRACT OR ACQUIS OR CONSPOL OR ACCTG W/SEG (RESTAT! W/3 EQUITY OR 
CONSOLIDAT!)
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PRACT OR ACQUIS OR CONSPOL OR ACCTG W/SEG (PRIOR W/8 VENTURE OR 
PARTNER! W/8 EQUITY W/8 RESTAT!)
PRACT OR ACQUIS OR CONSPOL OR ACCTG W/SEG (PRIOR OR PREVIOUS! W/8 
UNCONSOLIDAT! OR EQUITY)
PRACT OR ACQUIS OR CONSPOL OR ACCTG W/SEG (CONSOLIDAT! W/5 1986 OR 
1987 W/SEG EQUITY OR UNCONSOLIDAT! W/5 1985 OR 1984)
CHAPTER V:
(CHANG! OR REVIS! W/5 ESTIMAT! W/SEG CONTRACT OR AGREEMENT)
(CHANG! W/8 ESTIMAT! W/SEG (PLANT W/3 CLOS!) OR DISPOS!) OR (CHANG! OR 
REVIS! W/8 ESTIMAT! W/SEG DISCOP OR DISCOPNSG OR PRACT)
PRACT OR TX OR ACCTG W/SEG (CHANG! OR REVIS! W/8 ESTIMAT! W/SEG TAX)
PRACT OR PROP OR ACCTG W/SEG (CHANG! OR REVIS! OR INCREAS! OR EX­
TEND! OR REDUC! OR DECREAS! W/8 ESTIMAT! W/8 LIFE OR LIVES OR 
PERIOD)
CHANG! OR REVIS! OR INCREAS! OR REDUC! OR DECREAS! W/8 ESTIMAT! W/8 
STOCK OR SHARE W/8 REORGANI! OR RECAPITALI!
CHANG! OR REVIS! OR INCREAS! OR ADD! OR REDUC! OR DECREAS! W/8 
ESTIMAT! W/8 PROCEED W/3 REALIZ!
CHANG! OR REVIS! OR INCREAS! OR ADD! OR REDUC! OR DECREAS! W/8 
ESTIMAT! GOLD OR SILVER
CHANG! OR REVIS! OR INCREAS! OR ADD! OR REDUC! OR DECREAS! W/8 
ESTIMAT! W/SEG SALE OR SELL OR SOLD W/8 REAL! W/8 INSTALLMENT
CHANG! OR REVIS! OR INCREAS! OR ADD! OR REDUC! OR DECREAS! W/8 
ESTIMAT! W/SEG RECEIVABLE OR ADVANCE W/SEG RECOVERABIL! W/SEG 
INSIDR
CHANG! OR REVIS! OR INCREAS! OR ADD! OR REDUC! OR DECREAS! W/8 
ESTIMAT! W/8 SCRAP OR WASTE
CHANG! OR REVIS! OR INCREAS! OR ADD! OR REDUC! OR DECREAS! W/8 
ESTIMAT! W/8 REPLACEMENT W/3 PART
CHANG! OR REVIS! OR INCREAS! OR ADD! OR REDUC! OR DECREAS! W/8 
ESTIMAT! W/8 RECEIVABL! W/8 HEALTH W/2 CARE
CHANG! OR REVIS! OR INCREAS! OR ADD! OR REDUC! OR DECREAS! W/8 
ESTIMAT! W/8 LIAB! W/SEG (REALIGN! W/2 OPERAT!)
CHANG! OR REVIS! OR INCREAS! OR ADD! OR REDUC! OR DECREAS! W/8 
ESTIMAT! W/SEG DEFER! W/8 START UP OR STARTUP OR PREOPEN! OR PRE 
OPEN!
CHANG! OR REVIS! OR INCREAS! OR ADD! OR REDUC! OR DECREAS! W/8 
ESTIMAT! W/8 PROFIT W/2 SHAR!
CHAPTER VI:
PRIPER OR (CORRECT! OR RESTAT! W/8 ERROR)
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Below is a listing of footnote descriptors used within the NAARS data base and a brief 
explanation of the concept identified by each.
Descriptor
PRACT
Concept
Accounting policies or practices
ACCTG Accounting changes; changes in estimate
ACQUIS
COMMT
Business combinations and acquisitions 
Commitments and contingencies
COMPEN Compensation
CONSPOL Consolidation policies
CONTR Long-term contracts or lessor disclosures
DEBTAC Debt
DEFERC Deferred charges or credits; or negative goodwill
DIF Disagreement between registrant and auditor
DISCOP Discontinued operations disclosed within a footnote, and the discontinued op­
eration is presented as a separate segment in the income statement
DISCOPNSG Discontinued operations disclosed within a footnote, and the discontinued op­
eration is not presented as a separate segment in the income statement
EPS Earnings per share
FORCST Forecasting
FOREFF Foreign exchange—economic effect
FORX Foreign exchange
FYCHG Fiscal year change
FYDIF Year-end difference between investor/investee
INSIDR Related party transactions
INTANG Intangible assets—positive goodwill
INTCONT Internal control
INTRIM Quarterly information
INVOL Involuntary conversion
LOB Line of business or segment disclosure
MDA Management discussion analysis
NSUMOP Notes to the summary of operations
PENS Pension or retirement plans
PRIPER Prior period adjustments
PROP Property, depreciation, or depletion
77
REC Receivables
RECLAS Reclassifications
REORG Reorganization or recapitalization
REPL Replacement costs or current value of inflation disclosure
RESDEV Research and development
RRA Reserve recognition accounting
STOK Stock, shares, retained earnings, or dividends
STOKOP Stock options
SUBEV Subsequent event
SUPINF Supplementary information
TX Taxes
XTRA Extraordinary items
In addition to the above footnote descriptors, the following are used to index or identify 
accounting concepts within the audit reports:
ADVER Adverse opinion
CHGAUD Change of auditor
CHGOP Change prior year opinion
CONST Consistency exception
CONTG Contingency qualification
DISCL Disclaimed opinion
GAAP Departure from generally accepted accounting principles
INFDIS Informative disclosure
OTHEX Other reports, for example, appraiser
RELYAUD Reliance on other auditor
SCOP Scope limitation
SUMOP Summary of Operations covered by audit report
UNQUAL Unqualified opinion
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APPENDIX B
AUTHORITATIVE LITERATURE
The NAARS library contains a full-text file of authoritative and semi-authoritative accounting 
literature, which includes the following:
APB Opinions, Statements and Interpretations; Accounting Research Bulletins; Termi­
nology Bulletins; Statements on Auditing Standards; Auditing Interpretations; Account­
ing Standard Executive Committee Pronouncements; Issues Papers; Industry Audit and 
Accounting Guides; Statements on Standards for Accounting and Review Services, and 
Interpretations; Statement on Quality Control and Interpretation; Statement on Man­
agement Advisory Service; Statement on Standards for Accountants’ Services on 
Prospective Financial Information; Statement on Standards for Attestation Engage­
ments; International Accounting Standard Committee Pronouncements; International 
Federation of Accountants Committee Pronouncements (Auditing); FASB Statements, 
concepts, Interpretations and Technical Bulletins; Emerging Issues Task Force of the 
FASB Issues Summaries and Minutes of Meetings; Cost Accounting Standards Board 
Pronouncements; S.E.C. Staff Accounting Bulletins, Accounting Series Releases, 
Financial Reporting Releases, and Accounting and Auditing Enforcement Releases; 
AICPA Ethics—Concepts, Rules of Conduct, Interpretations, and Ethics Rulings— 
Technical Information Services Technical Practice Aids; GASB Statements, Interpreta­
tions, Technical Bulletins and Concepts; Office of Management and Budget Circulars and 
Standards for Audit of Governmental Organizations and Functions; Presidents Council 
on Integrity and Efficiency: State Network Block Grants
A search of the literature file in the NAARS library for the topic of this publication— 
Accounting Changes, will retrieve many documents. Some of these are listed on the following 
pages. Below, is a summary of APB Opinion 20.
Accounting Principles Board Opinion 20 “Accounting Changes” defines three types of account­
ing changes: (1) a change in accounting principle; (2) a change in accounting estimate; and (3) a 
change in the reporting entity [APB Opinion 20 ¶6].
The Opinion defines a change in accounting principle as a change that “. . . results from 
adoption of a generally accepted accounting principle different from the one used previously for
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reporting purposes . . . ” [APB Opinion 20 ¶7], and “. . . a characteristic of a change in account­
ing principle is that it concerns a choice from among two or more generally accepted account­
ing principles. However, neither (a) initial adoption of an accounting principle in recognition of 
events or transactions occurring for the first time or that previously were immaterial in their 
effect nor (b) adoption or modification of an accounting principle necessitated by transactions or 
events that are clearly different in substance from those previously occurring is a change in 
accounting principle . . . ” [APB Opinion 20 ¶8].
Examples of changes in accounting principles in the Opinion include: “. . . a change in the 
method of inventory pricing, such as from the last in, first out (LIFO) method to the first in, first out 
(FIFO) method; a change in depreciation method . . . from the double declining balance method to 
the straight line method . . . ” [APB Opinion 20 ¶9].
In the discussion with respect to changes in accounting estimate, the Accounting Principles 
Board stated:
Changes in estimates used in accounting are necessary consequences of periodic presentations of 
financial statements. Preparing financial statements requires estimating the effect of future events. 
Examples of items for which estimates are necessary are uncollectible receivables, inventory obsoles­
cence, service lives and salvage values of depreciable assets, warranty costs, periods benefited by a 
deferred cost, and recoverable mineral reserves. Future events and their effects cannot be perceived 
with certainty; estimating, therefore, requires the exercise of judgment. Thus, accounting estimates 
change as new events occur, as more experience is acquired, or as additional information is obtained 
[APB Opinion 20 ¶10].
Distinguishing between a change in an accounting principle and a change in an accounting estimate is 
sometimes difficult. For example, a company may change from deferring and amortizing a cost to 
recording it as an expense when incurred because future benefits of the cost have become doubtful. The 
new accounting method is adopted, therefore, in partial or complete recognition of the change in 
estimated future economic benefits. The effect of the change in accounting principle is inseparable from 
the effect of the change in accounting estimate. Changes of this type are often related to the continuing 
process of obtaining additional information and revising estimates and are therefore considered as 
changes in accounting estimates for purposes of applying this Opinion [APB Opinion 20 ¶11].
With respect to changes in reporting entities APB Opinion 20 states:
This type is limited mainly to (a) presenting consolidated or combined financial statements in place of 
statements of individual companies, (b) changing specific subsidiaries comprising the group of companies 
for which consolidated financial statements are presented, and (c) changing the companies included in 
combined financial statements. A different group of companies comprise the reporting entity after each 
change. A business combination accounted for by the pooling of interest method also results in a different 
reporting entity [APB Opinion 20 ¶12].
While reporting that the corrections of error in previously issued financial statements are not 
deemed to be an accounting change, the Board addressed the issue in Opinion 20, stating:
Reporting a correction of an error in previously issued financial statements concerns factors similar 
to those relating to reporting an accounting change and is therefore discussed in this Opinion.6 Errors in 
financial statements result from mathematical mistakes, mistakes in the application of accounting 
principles, or oversight or misuse of facts that existed at the time the financial statements were prepared. 
In contrast, a change in accounting estimate results from new information or subsequent developments 
and accordingly from better insight or improved judgment. Thus, an error is distinguishable from a 
change in estimate. A change from an accounting principle that is not generally accepted to one that is 
generally accepted is a correction of an error for purposes of applying this Opinion.
6“. . . Statement on Auditing Procedure No. 41, “Subsequent Discovery of Facts Existing at the Date of the Auditor’s 
Reports,” discusses other aspects of errors in previously issued financial statements . . .” [APB Opinion 20 ¶ 3].
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In its Opinion, the Board concluded:
that in the preparation of financial statements there is a presumption that an accounting principle 
once adopted should not be changed in accounting for events and transactions of a similar type. 
Consistent use of accounting principles from one accounting period to another enhances the utility of 
financial statements to users by facilitating analysis and understanding of comparative accounting data.
The presumption that an entity should not change an accounting principle may be overcome only if 
the enterprise justifies the use of an alternative acceptable accounting principle on the basis that it is 
preferable. However, a method of accounting that was previously adopted for a type of transaction or 
event which is being terminated or which was a single, nonrecurring event in the past should not be 
changed. For example, the method of accounting should not be changed for a tax or tax credit that is being 
discontinued or for preoperating costs relating to a specific plant. The Board does not intend to imply, 
however, that a change in the estimated period to be benefited for a deferred cost (if justified by the facts) 
should not be recognized as a change in accounting estimate. The issuance of an Opinion of the Accounting 
Principles Board that creates a new accounting principle, or that rejects a specific accounting principle is 
sufficient support for a change in accounting principle. The burden of justifying other changes rests with 
the entity proposing the change [APB Opinion 20 ¶16].
The general disclosure requirements of the Opinion are: “The nature of, and justification for, a 
change in accounting principle and its effect on income should be disclosed in the financial state­
ments of the period in which the change is made. The justification for the change should explain 
clearly why the newly adopted accounting principle is preferable” [APB Opinion 20 ¶17]. 
Specific reporting requirements for a change in accounting principle are as follows:
The Board believes that, although they conflict, both (a) the potential dilution of public confidence in 
financial statements resulting from restating financial statements of prior periods and (b) consistent 
application of accounting principles in comparative statements are important factors in reporting a 
change in accounting principles. The Board concludes that most changes in accounting should be 
recognized by including the cumulative effect, based on retroactive computation, of changing to a new 
accounting principle in net income of the period of the change but that a few specific changes in accounting 
principles should be reported by restating the financial statements of prior periods [APB Opinion No. 20 
¶18]. (See discussion of exceptions: APB Opinion No. 20, paragraphs 27 to 30, and 34 to 35.)
For all changes in accounting principle except those referred to above:
The Board concludes that:
a. Financial statements for prior periods included for comparative purposes should be presented as 
previously reported.
b. The cumulative effect of changing to a new accounting principle on the amount of retained 
earnings at the beginning of the period in which the change is made should be included in net 
income of the period of the change.
c. The effect of adopting the new accounting principle on income before extraordinary items and on 
net income (and on the related per share amounts) of the period of the change should be disclosed.
d. Income before extraordinary items and net income computed on a pro forma basis7 should be 
shown on the face of the income statements for all periods presented as if the newly adopted 
accounting principle had been applied during all periods affected.
Thus, income before extraordinary items and net income (exclusive of the cumulative adjustment) 
for the period of the change should be reported on the basis of the newly adopted principle [APB Opinion 
20 ¶19].
7“. . . The pro forma amounts include both (a) the direct effects of a change and (b) nondiscretionary adjustments in 
items based on income before taxes or net income, such as profit sharing expense and certain royalties, that would have been 
recognized if the newly adopted accounting principle had been followed in prior periods: related income tax effects should be 
recognized for both (a) and (b). Direct effects are limited to those adjustments that would have been recorded to restate the 
financial statements of prior periods to apply retroactively the change. The nondiscretionary adjustments described in (b) 
should not therefore be recognized in computing the adjustment for the cumulative effect of the change described in 
paragraph 20 unless nondiscretionary adjustments of the prior periods are actually recorded . . . ” [APB Opinion 20 ¶19].
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Specific reporting requirements for reporting a change in entity are stated as follows:
The Board concludes that accounting changes which result in financial statements that are in effect 
the statements of a different reporting entity should be reported by restating the financial statements of 
all prior periods presented in order to show financial information for the new reporting entity for all 
periods8 [APB Opinion 20 ¶34].
APB Opinion No. 20 stated the disclosure requirements for reporting a change in entity, as 
follows:
The financial statements of the period of change in the reporting entity should describe the nature of 
the change and the reason for it. In addition, the effect of the change on income before extraordinary 
items, net income, and related per share amounts should be disclosed for all periods presented. Financial 
statements of subsequent periods need not repeat the disclosures. (Paragraphs 56 to 65 and 93 to 96 of 
APB Opinion No. 16, “Business Combinations,” describe the manner of reporting and the disclosures 
required for a change in reporting entity that occurs because of a business combination.) [APB Opinion 20 
135]
Specific reporting requirements for a change in accounting estimate are stated as follows:
The Board concludes that the effect of a change in accounting estimate should be accounted for in (a) 
the period of change if the change affects that period only or (b) the period of change and future periods if 
the change affects both. A change in an estimate should not be accounted for by restating amounts 
reported in financial statements of prior periods or by reporting pro forma amounts for prior periods 
[APB Opinion 20 ¶31].
A change in accounting estimate that is recognized in the whole or in part by a change in accounting 
principle should be reported as a change in an estimate because the cumulative effect attributable to the 
change in accounting principle cannot be separated from the current or future effects of the change in 
estimate (paragraph 11). Although that type of accounting change is somewhat similar to a change in 
method of amortization (paragraphs 23 and 24), the accounting effect of a change in a method of 
amortization can be separated from the effect of a change in the estimate of periods of benefit or service 
and residual values of assets. A change in method of amortization for previously recorded assets 
therefore should be treated as a change in accounting principle, whereas a change in the estimated period 
of benefit or residual value should be treated as a change in accounting estimate. [APB Opinion 2 0  ¶32]
Disclosure. The effect on income before extraordinary items, net income and related per share 
amounts of the current period should be disclosed for a change in estimate that affects several future 
periods, such as a change in service lives of depreciable assets or actuarial assumptions affecting pension 
costs. Disclosure of the effect on those income statement amounts is not necessary for estimates made 
each period in the ordinary course of accounting for items such as uncollectible accounts or inventory 
obsolescence; however, disclosure is recommended if the effect of a change in the estimate is mate­
rial [APB Opinion 20 ¶33].
With respect to reporting corrections of errors in previously issued financial statements, APB 
Opinion No. 20 stated:
The Board concludes that correction of an error in the financial statements of a prior period 
discovered subsequent to their issuance should be reported as a prior period adjustment. (Paragraph 18 
of APB Opinion No. 9 covers the manner of reporting prior period adjustments.)
37. Disclosure. The nature of an error in previously issued financial statements and the effect of its 
correction on income before extraordinary items, net income, and the related per share amounts should
8NOTE : Financial Accounting Standards Board Statement No. 58, “Capitalization of Interest Cost in Financial 
Statements That Include Investments Accounted for by the Equity Method,” added the following footnote to the above 
paragraph:
The amount of interest cost capitalized through application of FASB Statement No. 58, “Capitalization of Interest Cost 
in Financial Statements That Include Investments Accounted for by the Equity Method,” shall not be changed when 
restating financial statements of prior periods [SFAS No. 58 ¶8].
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be disclosed in the period in which the error was discovered and corrected. Financial statements of 
subsequent periods need not repeat the disclosures [APB Opinion 20 ¶37].
The issuance of pronouncements subsequent to APB Opinion No. 20 that have affected the 
Opinion are as follows:
FASB Statem ent 71—Deletes the last two sentences of Paragraph 3.
FASB Statem ent 73—Amends Paragraph 27 to read as follows:
The changes that should be accorded this treatment are: (a) a change from the LIFO method of inventory 
pricing to another method, (b) a change in the method of accounting for long-term construction-type 
contracts, (c) a change to or from the “full cost” method of accounting which is used in the extractive 
industries, and (d) a change from retirement-replacement-betterment accounting to depreciation 
accounting.
FASB Statem ent 58—Amends Paragraph 34 to add the following footnote:
The amount of interest cost capitalized through application of FASB Statement No. 58, “Capitalization of 
Interest Cost in Financial Statements That Include Investments Accounted for by the Equity Method,” 
shall not be changed when restating financial statements of prior periods.
FASB Statem ent 32—Footnote 5, Paragraph 16 of APB Opinion 20 is superseded by the 
following:
The specialized accounting and reporting principles and practices contained in the AICPA Statements of 
Position and Guides on accounting and auditing matters listed in Appendix A of FASB Statement No. 32 
are preferable accounting principles for purposes of justifying a change in accounting principle (Para­
graph 4).
FASB Statem ent 16—Deletes footnote 9 to Paragraph 31.
In the discussion on consistency: in Statement of Financial Accounting Standards Concepts 
No. 2, “Qualitative Characteristics of Accounting Information,” the board stated “. . . No change 
to a preferred accounting method can be made without sacrificing consistency, yet there is no way 
that accounting can develop without change. Fortunately, it is possible to make the transition from 
a less preferred to a more preferred method of accounting and still retain the capacity to compare 
the periods before and after the change if the effects of the change of method are disclosed. . . . ” 
In the summary of Statement of Financial Accounting Standards Concepts No. 5, “Recognition 
and Measurement in Financial Statements of Business Enterprises,” the board stated: “. . . Most 
aspects of current practice are consistent with the recognition criteria and guidance in this 
statement, but the criteria and guidance do not foreclose the possibility of future changes in 
practice. This statement is intended to provide guidance for orderly change in accounting standards 
when needed. When evidence indicates that information about an item that is more useful (relevant 
and reliable) than information currently reported is available at a justifiable cost, it should be 
included in the financial statements. . . . ”
The listing of literature that follows represents a portion of the documents found by searching 
the NAARS literature file using the following search frame:
(CHANGE W/2 PRINCIPLE OR METHOD OR ACCOUNTING OR ESTIMATE)
OR
(CORRECT W/3 ERROR)
The computer is instructed to search for the word CHANGE to appear within two words of the 
words PRINCIPLE or METHOD or ACCOUNTING or ESTIMATE or to search for the word 
CORRECT to appear within three words of ERROR.
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Although not all of the literature referring to accounting changes is listed, the following should 
give the reader an idea of the scope of coverage in the literature file in the NAARS library.
ACCOUNTING PRINCIPLES BOARD
Opinion 18 
Opinion 20 
Opinion 22 
Opinion 23 
Opinion 24
Opinion 25 
Opinion 28 
Opinion 30
“The Equity Method of Accounting for Investments in Common Stock” 
“Accounting Changes”
“Disclosure of Accounting Policies”
“Accounting for Income Taxes—Special Areas”
“Accounting for Income Taxes—Investments Accounted for by the Equity 
Method (Other Than Subsidiaries and Corporate Joint Ventures)” 
“Accounting for Stock Issued to Employees”
“Interim Financial Reporting”
“Reporting the Results of Operations—Reporting the Effects of Disposal of a 
Segment of a Business, and Extraordinary, Unusual and Frequently Occurring 
Events and Transactions”
Statements on Auditing Standards
SAS 2
SAS 3
SAS 6
SAS 15
SAS 21
SAS 31
SAS 33
SAS 36
SAS 42
SAS 45
SAS 48
“Reports on Audited Financial Statements: Circumstances Resulting in Depar­
ture from Auditor’s Standard Report”
“The Effects of EDP on the Characteristics of Accounting Control”
“Related Party Transactions—Disclosure”
“Reports on Comparative Financial Statements”
“Segment Information”
“Evidential Matter”
“Supplementary Oil and Gas Reserve Information”
“Review of Interim Financial Information”
“Reporting on Condensed Financial Statements and Selected Financial Data” 
“Omnibus Statement on Auditing Standards”
“The Effects of Computer Processing on Examination of Financial Statements”
FINANCIAL ACCOUNTING STANDARDS BOARD
Statements of Financial Accounting Standards
Statement 1 
Statement 2 
Statement 3 
Statement 4 
Statement 5 
Statement 8
Statement 9 
Statement 10 
Statement 11 
Statement 12 
Statement 13 
Statement 14 
Statement 15
“Disclosure of Foreign Currency Translation Information”
“Accounting for Research and Development Costs”
“Reporting Accounting Changes in Interim Financial Statements” 
“Reporting Gains and Losses from Extinguishment of Debt”
“Accounting for Contingencies”
“Accounting for the Translation of Foreign Currency Transactions and 
Foreign Currency Financial Statements”
“Accounting for Taxes—Oil and Gas Producing Companies”
“Extension of ‘Grandfather’ Provisions for Business Combinations” 
“Accounting for Contingencies—Transition Method”
“Accounting for Certain Marketable Securities”
“Accounting for Leases”
“Financial Reporting for Segments of a Business Enterprise” 
“Accounting by Debtors and Creditors for Troubled Debt Restructuring”
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Statement 16 
Statement 19 
Statement 25
Statement 27
Statement 31
Statement 32
Statement 35 
Statement 36 
Statement 37
Statement 38
Statement 42
Statement 43 
Statement 45 
Statement 48 
Statement 52 
Statement 56
Statement 57 
Statement 58
Statement 60 
Statement 61 
Statement 63 
Statement 65 
Statement 66 
Statement 67
Statement 69
Statement 70
Statement 71 
Statement 73
Statement 77 
Statement 83
“Prior Period Adjustments”
“Financial Accounting and Reporting by Oil and Gas Producing Companies” 
“Suspension of Certain Accounting Requirements for Oil and Gas Producing 
Companies”
“Classification of Renewals of Extensions of Existing Sales Type or Direct 
Financing Leases”
“Accounting for Tax Benefits Related to U.K. Tax Legislation Concerning 
Stock Relief’’
“Specialized Accounting and Reporting Principles and Practices in AICPA 
Statements of Position and Guides on Accounting and Auditing Matters—an 
Amendment of APB Opinion 20”
“Accounting and Reporting by Defined Benefit Pension Plans”
“Disclosure of Pension Information—an Amendment of APB Opinion 8” 
“Balance Sheet Classification of Deferred Income Taxes—an Amendment of 
APB Opinion 11”
“Accounting for Preacquisition Contingencies of Purchased Enterprises— 
an Amendment of APB Opinion 16”
“Determining Materiality for Capitalization of Interest—an Amendment of 
FASB Statement No. 34”
“Accounting for Compensated Absences”
“Accounting for Franchise Fee Revenue”
“Revenue Recognition When Right of Return Exists”
“Foreign Currency Translation”
“Designation of AICPA Guide and Statement of Position (SOP) 81-1 on 
Contractor Accounting and SOP 81-2 Concerning Hospital-Related Orga­
nizations as Preferable for Purposes of Applying APB Opinion 20—an 
Amendment of FASB Statement No. 32”
“Related Party Disclosures”
“Capitalization of Interest Cost in Financial Statements That Include In­
vestments Accounted for by the Equity Method—an Amendment of FASB 
Statement No. 34”
“Accounting for and Reporting by Insurance Enterprises”
“Accounting for Title Plant”
“Financial Reporting by Broadcasters”
“Accounting for Certain Mortgage Banking Activities”
“Accounting for Sales of Real Estate”
“Accounting for Costs and Initial Rental Operations of Real Estate Pro­
jects”
“Disclosures About Oil and Gas Producing Activities—an Amendment of 
FASB Statements Nos. 19, 25, 33, and 39”
“Financial Reporting and Changing Prices: Foreign Currency Translation— 
an Amendment of FASB Statement No. 33”
“Accounting for the Effects of Certain Types of Regulation”
“Reporting a Change in Accounting for Railroad Track Structures—an 
Amendment of APB Opinion 20”
“Reporting by Transferors for Transfers of Receivables with Recourse” 
“Designation of AICPA Guides and Statement of Position on Accounting by 
Brokers and Dealers in Securities, by Employee Benefit Plans, and by 
Banks as Preferable for Purposes of Applying APB Opinion 20—an Amend­
ment of FASB Statement No. 32 and APB Opinion 30 and a Rescission of 
FASB Interpretation No. 10”
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Statement 84
Statement 86
Statement 87 
Statement 88
Statement 89 
Statement 90
Statement 91 
Statement 93
“Induced Conversions of Convertible Debt—an Amendment of APB Opin­
ion 26”
“Accounting for the Costs of Computer Software to be Sold, Leased, or 
Otherwise Marketed”
“Employer’s Accounting for Pensions”
“Employer’s Accounting for Settlements and Curtailments of Defined Be­
nefit Pension Plans and for Termination Benefits”
“Financial Reporting and Changing Prices”
“Regulated Enterprises—Accounting for Abandonments and Disallowances 
of Plant Costs—an Amendment of FASB Statement No. 71”
“Accounting for Nonrefundable Fees and Costs Associated With Originat­
ing or Acquiring Loans and Initial Direct Costs of Leases—an Amendment 
of FASB Statements Nos. 13, 60 and 65, and a Rescission of FASB State­
ment No. 17”
“Recognition of Depreciation by Not-for-Profit Organizations”
FINANCIAL ACCOUNTING STANDARDS BOARD
Technical Bulletins
Bulletin 79-1
Bulletin 79-16
Bulletin 81-2
Bulletin 82-2
Bulletin 86-1 
Bulletin 87-1
“Purpose and Scope of FASB Technical Bulletins and Procedures for 
Issuance”
“Effect of a Change in Income Tax Rate on the Accounting for Leveraged 
Leases”
“Accounting for Unused Investment Tax Credits Acquired in a Business 
Combination Accounted for by the Purchase Method”
“Accounting for the Conversion of Stock Options Into Incentive Stock 
Options as a Result of the Economic Recovery Tax Act of 1981” 
“Accounting for Certain Effects of the Tax Reform Act of 1986” 
“Accounting for a Change in the Method of Accounting for Certain Post 
Retirement Benefits”
FINANCIAL ACCOUNTING STANDARDS BOARD
Statements of Financial Accounting Concepts
■ Concept No. 2 “Qualitative Characteristics of Accounting Information”
Concept No. 5 “Recognition and Measurement in Financial Statements of Business Enter­
prises”
Concept No. 6 “Elements of Financial Statements”
FINANCIAL ACCOUNTING STANDARDS BOARD
Interpretations
No. 1 “Accounting Changes Related to the Cost of Inventory: an Interpretation of APB 
Opinion 20”
No. 3 “Accounting for the Cost of Pension Plans Subject to the Employee Retirement 
Income Security Act of 1974: an Interpretation of APB Opinion 8”
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No. 7 “Applying FASB Statement No. 7 in Financial Statements of Established Opera­
tion Enterprises”
No. 14 “Reasonable Estimation of the Amount of a Loss: an Interpretation of FASB 
Statement No. 5”
No. 15 “Translation of Unamortized Policy Acquisition Costs by a Stock Life Insurance 
Company: an Interpretation of FASB Statement No. 8”
No. 18 “Accounting for Income Taxes in Interim Periods: an Interpretation of APB 
Opinion 28”
No. 20 “Reporting Accounting Changes Under AICPA Statements of Position: an Inter­
pretation of APB Opinion 20”
No. 25 “Accounting for an Unused Investment Tax Credit: an Interpretation of APB 
Opinions 2, 4, 11, and 16”
No. 28 “Accounting for Stock Appreciation Rights and Other Variable Stock Option or 
Award Plans: an Interpretation of APB Opinions 15 and 25”
No. 32 “Application of Percentage Limitations in Recognizing Investment Tax Credit: an 
Interpretation of APB Opinions 2, 4, and 11”
No. 33 “Applying FASB Statement No. 34 to Oil and Gas Producing Operations 
Accounted for by the Full Cost Method: an Interpretation of FASB Statement No. 
34”
No. 35 “Criteria for Applying the Equity Method of Accounting for Investments in Com­
mon Stock: an Interpretation of APB Opinion 18”
FINANCIAL ACCOUNTING STANDARDS BOARD
Emerging Issues Task Force
Issue Sum m aries
Issue 84-9 
Issue 84-10 
Issue 84-24 
Issue 84-28 
Issue 85-3
Issue 85-21 
Issue 85-22 
Issue 85-24
Issue 85-33 
Issue 85-39
Issue 85-40
Issue 86-3
Issue 86-11 
Issue 86-12 
Issue 86-19 
Issue 86-24 
Issue 86-26
“Accounting for Deposit Float Loans by Banks”
“LIFO Conformity of Insilco Companies”
“LIFO Issues Paper”
“Impairment of Long-Lived Assets and Depreciation of Idle Facilities” 
“Tax Benefits Relating to Asset Dispositions Following an Acquisition of a 
Financial Institution”
“Changes of Ownership Resulting in a New Basis of Accounting” 
“Transition in FASB Technical Bulletins”
“Accounting for Distribution Fees by Distributors of Mutual Funds That Do 
Not Have a Front-End Sales Charge”
“Disallowance of Income Tax Deduction for Core Deposit Intangibles” 
“Implications for SAB NO. 59 on the Accounting for Noncurrent Marketable 
Equity Securities”
“Comprehensive Review of Sales of Marketable Securities with Put Arrange­
ments”
“Retroactive Regulations Regarding IRC Section 338 Purchase Price Alloca­
tions”
“Recognition of Possible 1986 Tax Law Changes”
“Accounting by Insureds for Claims-made Insurance Policies”
“Change in Accounting for Postemployment Benefits”
“Third Party Establishment of CMO’s”
“Forward Commitments as a Surrogate for Deferred Rate Setting”
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Issue 86-28 
Issue 86-29 
Issue 86-31
Issue 86-33 
Issue 86-38 
Issue 86-44 
Issue 86-46
Issue 87-8
“Accounting Implications of Indexed Debt Instruments”
“Accounting for Certain Nonmonetary Transactions”
“Reporting Tax Implications of a Pooling of a Bank and a Savings and Loan 
Association”
“Tax Indemnifications in Lease Agreements”
“Implications of Mortgage Prepayments on Servicing Rights”
“Effect of a Change in Tax Law on Investments in Safe Harbor Leases” 
“Uniform Capitalization Rules for Inventory Under the Tax Reform Act of 
1986”
“Issues Related to the Accounting for the Alternative Minimum Tax”
FINANCIAL ACCOUNTING STANDARDS BOARD
Emerging Issues Task Force
M inutes o f Meetings:
Date of Meeting:
July 24, 1984 
August 23, 1984 
September 25, 1984 
October 18, 1984 
March 28, 1985 
May 9, 1985 
June 27, 1985 
September 26, 1985 
November 7, 1985 
February 6, 1986 
May 1, 1986 
June 12, 1986 
July 24, 1986 
September 4, 1986 
October 16, 1986 
January 25, 1987 
April 7, 1987
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
Industry Audit Guides
A udits o f Stock Life Insurance Companies 
A udits o f Finance Companies 
A u dits o f Investm ent Companies 
A u dits o f Government Contractors 
A u dits o f Certain Nonprofit Organizations 
A u dits o f A irlines
Guide fo r  a Review o f a F inancial Forecast 
A u dits o f Em ployee Benefit P lans  
A u dits o f  Banks
December, 1973 
December, 1973 
December, 1973 
June, 1975 
August, 1981 
September, 1981 
October, 1980 
February, 1983 
March, 1983
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Personal F inancial Statem ents Guide 
A udits o f Brokers and Dealers in  Securities 
H ospital A u dit Guide
A udits o f E ntities W ith Oil and Gas Producing Activities 
A udits o f Service-Center-Produced Records
July, 1983 
January, 1985 
January, 1985 
December, 1986 
April, 1987
ACCOUNTING STANDARDS EXECUTIVE COMMITTEE
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Statements of Position (SOP)
SOP 75-4 “Presentation and Disclosure of Financial Forecasts—Recommendations on 
Presentation and Disclosure’’
SOP 78-9 “Accounting for Investments in Real Estate”
SOP 79-1 “Accounting for Municipal Bond Funds”
SOP 80-2 “Accounting and Financial Reporting by Governmental Units—an Amendment 
to Industry Audit Guide Audits of State and Local Governmental Units”
SOP 81-1 “Accounting for Performance of Construction-type and Certain Production-type 
Contracts Proposal to the Financial Accounting Standards Board”
SOP 81-2 “Reporting Practices Concerning Hospital-Related Organizations—Proposal to 
the Financial Accounting Standards Board to Amend AICPA Industry Audit 
Guide Hospital Audit Guide”
SOP 82-1 “Accounting and Financial Reporting for Personal Financial Statements”
SOP 85-1 “Financial Reporting by Not-for-Profit Health Care Entities for Tax-Exempt 
Debt and Certain Funds Whose Use Is Limited”
SOP 85-3 “Accounting by Agricultural Producers and Agricultural Cooperatives”
SOP 87-1 “Accounting for Asserted and Unasserted Medical Malpractice Claims of Health 
Care Providers and Related Issues”
FINANCIAL REPORT SURVEYS (continued from inside front cover)
20 Illustrations of Selected Proxy Information (1979)*
A survey of the application of SEC requirements to disclose 
auditors’ services and management perquisites 
in proxy statements
21 Illustrations of Accounting for Joint Ventures (1980)
A survey of the application of various methods of accounting 
for joint ventures in the financial statements of venturers
22 Illustrations and Analysis of Disclosures of Pension Information (1981)
A survey of the application of the requirements of
FASB Statement No. 36, an amendment of APB Opinion No. 8
23 Illustrations and Analysis of Disclosures of Inflation Accounting Information (1981)
A survey of the application of the requirements of 
FASB Statement Nos. 33, 39, 40, and 41
24 Illustrations of Foreign Currency Translation (1982)
A survey of the application of FASB Statement No. 52
25 Illustrations of Accounting for Innovative Financing Arrangements (1982)
26 Updated Illustrations of Management’s Discussion and Analysis 
of Financial Condition and Results of Operations (1983)
A survey of the application of recently amended Rules 14a-3 and 14c-3 of the 
Securities and Exchange Act of 1934 in annual reports to shareholders
27 Illustrations of Accounting and Reporting by Development Stage Enterprises (1984)
A survey of the application of FASB Statement No. 7
28 Illustrations of Accounting for Enterprises in Unusual Circumstances
and Reporting on Them by Independent Accountants  
A survey of •  troubled enterprises •  reorganized enterprises •  liquidating enterprises
29 Updated Illustrations of Departures from the Auditor’s Standard Report (1984)
A survey of the application of Statement on Auditing Standards No. 2, as amended
30 Updated Illustrations of the Disclosure of Related Party Transactions (1985)
A survey of the application of FASB Statement No. 57
31 Illustrations of “Push Down” Accounting (1985)
32 Illustrations of Accounting for In Substance Defeasance of Debt (1986)
A survey of the application of FASB Statement No. 76
33 Illustrations of Accounting for Pensions and for Settlements and Curtailments 
of Defined Benefit Pension Plans (1987)
A survey of the application of FASB Statement Nos. 87 and 88
34 Illustrations of Accounting for the Inability to Fully Recover the Carrying Amounts 
of Long-Lived Assets (1987)
A survey of the subject of an issues paper by the AICPA Accounting Standards 
Division’s Task Force on Impairment of Value
35 Updated Illustrations of Reporting Accounting Changes (1987)
A survey of the application of APB Opinion No. 20, as amended
36 Illustrations of Accounting Policy Disclosure (1987)
A survey of the application of APB Opinion No. 22
*OUT OF PRINT
TECHNICAL HOTLINE
The AICPA Technical Inform ation Service answers  
inquiries about specific audit or accounting problems.
Call Toll Free
(800) 223-4158 (Except New York)
(800) 522-5430 (New York Only)
This service is free to AICPA mem bers.
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